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Introduction

The Office of the Comptroller of the Currency’s (OCC) Comptroller’s Handbook booklet,
“Truth in Lending Act,” is prepared for use by OCC examiners in connection with their
examination and supervision of national banks and federal savings associations (collectively,
banks).! Each bank is different and may present specific issues. Accordingly, examiners
should apply the guidance in this booklet consistent with each bank’s individual
circumstances.

The booklet provides background information and optional expanded examination
procedures for the Truth in Lending Act (TILA) and Regulation Z, which implements TILA.
Examiners decide which of these procedures are necessary, if any, after completing a
compliance core assessment as outlined in the “Large Bank Supervision,” “Community Bank
Supervision,” or * Branches and Agencies Supervision” booklets of the Comptroller’s
Handbook. Co brmation received by the OCC’s Office of the Ombudsman and the
Customer Assistancg§Gro also be useful in completing the assessment.

Note

These procedures reflect am LA and Regulation Z through April 2016, and
to the mortgage servicing amendmgnts effdgtive in October 2017, unless otherwise
indicated. These procedures do not%gflect agg€hdments to TILA made by the Economic
Growth, Regulatory Relief, and Consum ion Act (Pub. L. 115-174, enacted May
24, 2018), including those related to (1) qu tgage and escrow provisions for
banks below certain asset thresholds; and (2) e ion, of a waiting period for issuing a
closing disclosure if the annual percentage rat
procedures do not reflect amendments to Regulatie
clarified certain provisions relating to interpretations-a
disclosures. These procedures also do not contain any o
regarding prepaid accounts.

Background and Summary

TILA (15 USC 1601 et seq.) was enacted on May 29, 1968, as title | of the Consumer Credit
Protection Act (Pub. L. No. 90-321). TILA, implemented by Regulation Z (now codified at
12 CFR 1026), became effective on July 1, 1969.

! The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 granted the Bureau of Consumer
Financial Protection authority to supervise and enforce compliance with TILA and its implementing regulations
with respect to the entities under the BCFP’s jurisdiction. See 12 USC 5481(12)(0), 5514(b)-(c), and
5515(b)-(c).

Comptroller's Handbook 1 Truth in Lending Act
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TILA was first amended in 1970 to prohibit unsolicited credit cards. Additional major
amendments to TILA and Regulation Z were made between 1974 and 1988 by the following
acts:

Fair Credit Billing Act of 1974

Consumer Leasing Act of 1976

Truth in Lending Simplification and Reform Act of 1980
Fair Credit and Charge Card Disclosure Act of 1988
Home Equity Loan Consumer Protection Act of 1988

Regulation Z also was amended to implement section 1204 of the Competitive Equality
Banking Act of 1987 and, in 1988, to include adjustable rate mortgage (ARM) loan
disclosure requirements. All consumer leasing provisions were deleted from Regulation Z in
1981 and transferre egulation M (12 CFR 1013).

The Home Ownérshi
law imposed new di

ity Protection Act of 1994 (HOEPA) also amended TILA. The
irements and substantive limitations on certain closed-end
mortgage loans bearin above a certain percentage or amount. The law also
included new disclosure Feguirerfient§ to assist consumers in comparing the costs and other
material considerations invol¥ed M\ a Teverse mortgage transaction and authorized the Board
of Governors of the Federal R (FRB) to prohibit specific acts and practices in
connection with mortgage transactians.

erances for real estate-secured credit.
incorporate changes to TILA.

TILA amendments of 1995 dealt primarilygit
Regulation Z was amended on September 1
Specifically, the revisions limit lenders’ liabilit ,
loans consummated after September 30, 1995. : jc Growth and Regulatory

et seq., was enacted in 2000 and did not require implementing €0 .On

November 9, 2007, amendments to Regulation Z and the official Gamaffientary were issued to
simplify the regulation and provide guidance on the electronic delivery of disclosures
consistent with the E-Sign Act.

In July 2008, Regulation Z was amended to protect consumers in the mortgage market from
unfair, abusive, or deceptive lending and servicing practices. Specifically, the change applied
protections to a newly defined category of “higher-priced mortgage loans” (HPML). The
revisions also applied new protections to mortgage loans secured by a dwelling regardless of
loan price and required the delivery of early disclosures for more types of transactions. The
revisions also banned several advertising practices deemed deceptive or misleading.

The Mortgage Disclosure Improvement Act of 2008 broadened and added to the
requirements of the FRB’s July 2008 final rule by requiring early truth-in-lending disclosures
(TIL disclosures) for more types of transactions and by adding a waiting period between the

Comptroller's Handbook 2 Truth in Lending Act
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time when disclosures are given and consummation of the transaction. In 2009, Regulation Z
was amended to address those provisions. The Mortgage Disclosure Improvement Act also
requires disclosure of payment examples if a loan’s interest rate or payments can change, as
well as disclosure of a statement that there is no guarantee the consumer will be able to
refinance in the future. In 2010, Regulation Z was amended to address these provisions,
which became effective on January 30, 2011.

In December 2008, the FRB adopted two final rules pertaining to open-end (not home-
secured) credit. The first rule involved Regulation Z revisions and made comprehensive
changes applicable to several disclosures required for applications and solicitations, new
accounts, periodic statements, change in terms notifications, and advertisements. The second
rule was published under the Federal Trade Commission (FTC) Act and issued jointly with
the Office of Thrift Supervision (OTS)? and the National Credit Union Administration
(NCUA). The secondggule sought to protect consumers from unfair acts or practices with
respect to consumg At card accounts. Before these rules became effective, the Credit
Card Accountab ibility and Disclosure Act of 2009 (Credit CARD Act) amended

TILA and established a n of new requirements for open-end consumer credit plans.
Several provisions o itCARD Act are similar to provisions in the FRB’s December
2008 TILA revisions an C Act rule, but other portions of the Credit CARD Act

address practices or mandate @i s that were not addressed in those rules. In light of the
Credit CARD Act, the FRB, t the OTS withdrew the substantive requirements
of the joint FTC Act rule. On July 142010, @editors were required to comply with the
provisions of the FRB’s rule that w: no?ed by the Credit CARD Act.

f

The Credit CARD Act provisions becam
first, on August 20, 2009, required creditorsto i edlie amount of notice consumers
receive before the rate on a credit card account i asedhor a significant change is made to

changes by informing the creditor before the increase'e
provisions effective next, on February 22, 2010, involve

charges and reevaluation of rate increases.

In 2009, Regulation Z was amended following the passage of the Higher Education
Opportunity Act by adding disclosure and timing requirements that apply to lenders making
private education loans.

Also in 2009, the Helping Families Save Their Homes Act amended TILA to establish a new
requirement for notifying consumers of the sale or transfer of their mortgage loans. The
purchaser or assignee that acquires the loan must provide the required disclosures no later
than 30 days after the date on which it acquired the loan.

2 Effective July 2011, title 111 of Dodd—Frank transferred the powers, authorities, rights, and duties of the OTS
to other federal banking agencies.

Comptroller's Handbook 3 Truth in Lending Act
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In 2010, the FRB further amended Regulation Z to prohibit payment to a loan originator that
is based on the terms or conditions of the loan, other than the amount of credit extended. The
amendment applies to mortgage brokers and the companies that employ them, as well as to
mortgage loan officers employed by depository institutions and other lenders. In addition, the
amendment prohibits a loan originator from directing or “steering” a consumer to a loan that
is not in the consumer’s interest, to increase the loan originator’s compensation.

The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 amended TILA
to include several provisions that protect the integrity of the appraisal process when a
consumer’s home is securing the loan. TILA also requires that appraisers receive customary
and reasonable payments for their services. The appraiser and loan originator compensation
requirements had a mandatory compliance date of April 6, 2011.

Dodd-Frank general
Financial Protectig

granted rulemaking authority under TILA to the Bureau of Consumer
QEP). Title X1V of Dodd-Frank included a number of amendments to
issued rules to implement them. Prohibitions on mandatory
arbitration and waivers o mer rights, as well as requirements that lengthen the time
creditors must maint crow account for HPMLs, were generally effective June 1,
2013.

Most of the remaining amendmgnt§ t lation Z to implement title X1V of Dodd-Frank
were effective in January 2014.° Thgge amefdments include ability-to-repay requirements for
mortgage loans, appraisal requiremefts for HRMLS, and a revised and expanded test for
high-cost mortgages, as well as additio M ns on those loans, expanded requirements
for servicers of mortgage loans, refined 1d@n compensation rules and loan
origination qualification standards, and a prohibj inancing credit insurance for

mortgage loans. The amendments also establish
certain provisions of TILA.

-~

definition for nonprofit entities and amended the ability-to¥gpay e ption for nonprofit
entities. The final rule also provided a cure mechanism for the | @ fees limit that
applies to qualified mortgages (QM). The final rule was effectivésgn IN@vember 3, 2014,
except for one provision that was effective on October 3, 2015. On October 2, 2015, the
BCFP revised the definitions of small creditor and rural and underserved areas, which affect
the availability of some special provisions and exemptions to Regulation Z’s ability-to-repay,

3 The amendment to 12 CFR 1026.35(ge) was effective July 24, 2013; the amendments to
12 CFR 1026.35(b)(2)(iii) and 1026.36(a), (b), and (j), and commentary to 12 CFR 1026.25(c)(2), 1026.35, and
1026.36(a), (b), (d), and (f) in Supplement I to 12 CFR 1026, were effective January 1, 2014.
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high-cost mortgage, and HPML escrow requirements. The final rule was effective January 1,
2016.% In March 2016, the BCFP issued an interim final rule exercising the expanded
authority granted to the BCFP by the Helping Expand Lending Practices in Rural
Communities Act to exempt small creditors that operate in rural or underserved areas.® The
interim final rule was effective March 31, 2016.

In 2013, the BCFP also revised several open-end credit provisions in Regulation Z. The
BCFP revised the general limitation on the total amount of account fees that a credit card
issuer may require a consumer to pay. Effective March 28, 2013, the limit is 25 percent of the
credit limit in effect when the account is open-end. The limitation applies only during the
first year after account opening. The BCFP also amended Regulation Z to remove the
requirement that card issuers consider the consumer’s independent ability to pay for
applicants who are 21 or older, and to permit issuers to consider income and assets to which
such consumers havega reasonable expectation of access. This change was effective May 3,
2013, with a man mpliance date of November 4, 2013.

Also in 2013, the BGFP f amended Regulation Z as well as Regulation X, the
regulation implementi edl Estate Settlement Procedures Act (RESPA), to fulfill the
mandate in Dodd-Fran e mortgage disclosures under TILA and RESPA
sections 4 and 5. Regulatio talns two new forms required for most closed-end

te is provided within three business days from
application, and the Closing Disclosfire is pfpvided to consumers three busmess days before

loan consummation. These disclosu

Note: These procedures have not been updated he Know Before You Owe
(KBYO) final rule issued on July 7, 2017. The
compliance period, which began on October 10, 2@ far transactions for which a
creditor or mortgage broker receives an application I obegr 1, 2018. During this
period, early compliance with the 2017 rule is allowed byg@hotgequired.

4 80 Fed. Reg. 59944 (October 2, 2015).
581 Fed. Reg. 16074 (March 25, 2016).

& The effective date for the TILA-RESPA Integrated Disclosure Rule was extended to October 3, 2015, by a
final rule published in the Federal Register on July 24, 2015 (80 Fed. Reg. 43911). Other provisions of the rule
were effective on October 3, 2015, regardless of whether an application was received on that date. Specifically,
these provisions restrict the imposition of fees on a consumer before the consumer has received the Loan
Estimate and indicated an intent to proceed and restrict creditors from providing a consumer with a written
estimate of terms or costs (before providing the Loan Estimate) unless they also provided a written statement
informing the consumer that the terms or costs may change. The rule also restricts a creditor from requiring the
submission of documents verifying information related to the consumer’s application before providing the Loan
Estimate.
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On August 4, 2016, the BCFP issued a final rule to further clarify, revise, and amend
provisions of Regulation Z and Regulation X (81 Fed. Reg. 72160) (October 19, 2016). The
amendments in the final rule are referenced in this document as the “2016 Servicing Rule.”
The 2016 Servicing Rule establishes definitions of “successor in interest” and “confirmed
successor in interest,” and provides that a confirmed successor in interest is a “consumer” for
purposes of the mortgage servicing provisions in Regulation Z.” The 2016 Servicing Rule
also adopts a general definition of delinquency that applies to all of the servicing provisions
in Regulation X and the provisions regarding periodic statements for mortgage loans in
Regulation Z. Furthermore, the 2016 Servicing Rule clarifies, revises, or amends provisions
of Regulation Z relating to

e interest rate adjustment notices for ARMs (12 CFR 1026.20).
e prompt crediting of mortgage payments and responses to requests for payoff amounts

mortgage loans (12 CFR 1026.41), including requiring servicers
to provide cértai ers in bankruptcy a modified periodic statement or coupon
book (12 CFR 1026.4de)

e small servicers (12€F 2

41(6)(4)).

The 2016 Servicing Rule wageff
successors in interest and periOuli
on April 19, 2018.

on October 19, 2017, except the provisions related to
s for consumers in bankruptcy, which took effect

under the Fair Debt Collection Practices
nd specified mortgage servicing rules

The BCFP concurrently issued an interprej
Act (FDCPA) to clarify the interaction of th
in Regulations X and Z.8 This interpretive rule
of the FDCPA and provides safe harbors from |
with it.

Risks Associated With TILA

From a supervisory perspective, risk is the potential that events% aye an adverse effect on
a bank’s current or projected financial condition® and resilience. "€ OCC has defined

" The 2016 Servicing Rule includes the following changes to Regulation Z for successors in interest:
12 CFR 1026.2(a)(11) and (27), 1026.20(f), 1026.39(f), and 1026.41(g). The 2016 Servicing Rule also changes
several sections of the official interpretations of Regulation X, published in commentary.

8 See “Safe Harbors From Liability Under the Fair Debt Collection Practices Act for Certain Actions Taken in
Compliance With Mortgage Servicing Rules Under the Real Estate Settlement Procedures Act (Regulation X)
and the Truth in Lending Act (Regulation Z)),” 81 Fed. Reg. 71977 (October 19, 2016) (hereinafter, 2016
FDCPA Interpretive Rule). The interpretations contained in this interpretive rule are included in Regulation X
comments 30(d)-1 and 39(d)-2 and Regulation Z comment 2(a)(11)-4.ii.

® Financial condition includes impacts from diminished capital and liquidity. Capital in this context includes
potential impacts from losses, reduced earnings, and market value equity.

10 Resilience recognizes the bank’s ability to withstand periods of stress.
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eight categories of risk for bank supervision purposes: credit, interest rate, liquidity, price,
operational, compliance, strategic, and reputation. These categories are not mutually
exclusive. Any product or service may expose the bank to multiple risks. Risks also may be
interdependent and may be positively or negatively correlated. Examiners should be aware of
and assess this interdependence. Examiners also should be alert to concentrations that can
significantly elevate risk. Concentrations can accumulate within and across products,
business lines, geographic areas, countries, and legal entities. Refer to the “Bank Supervision
Process” booklet of the Comptroller’s Handbook for an expanded discussion of banking risks
and their definitions.

The risks associated with TILA are compliance, operational, strategic, and reputation.

Compliance Risk

to current or projected financial condition and resilience arising
ulations, or from nonconformance with prescribed practices,

and lessened expansion pote
comply with all applicable la

anks and relevant third-party service providers must fully
ions, including TILA.

Operational Risk

Operational risk is the risk to current or proj
from inadequate or failed internal processes or
adverse external events. Operational risk in TIL

g an errors or misconduct, or
ending is often elevated by higher
BCESSE ore extensive use of
eightened operational risk
mated environments
en a bank outsources

getions, payment

can compound the exposure of errors. Operational risk also
operational functions (e.g., loan origination, account manageme
processing, data input, and legal assistance) to third parties.*

Strategic Risk

Strategic risk is the risk to current or projected financial condition and resilience arising from
adverse business decisions, poor implementation of business decisions, or lack of

11 For more guidance on third-party relationships, refer to OCC Bulletin 2013-29, “Third-Party Relationships:
Risk Management Guidance”; OCC Bulletin 2017-21, “Third-Party Relationships: Frequently Asked Questions
to Supplement OCC Bulletin 2013-29”; and OCC Bulletin 2017-7, “Third-Party Relationships: Supplemental
Examination Procedures.”
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responsiveness to changes in the banking industry and operating environment. A bank’s
strategic decisions to enter, exit, or otherwise change the bank’s participation in TILA-
covered products should be based on sound, complete information, realistic assessments of
the risks involved, management’s expertise, and the bank’s practical operating capacity.
Incomplete or inadequate consideration of TILA when implementing, expanding, or
modifying TILA-covered lending products can expose the bank to strategic risk.*?

Reputation Risk

Reputation risk is the risk to current or projected financial condition and resilience arising
from negative public opinion. This risk may impair a bank’s competitiveness by affecting its
ability to establish new relationships or services or continue servicing existing relationships.
Inadequate policies and procedures, operational breakdowns, or general weaknesses in any
aspect of the bank’s #MLA lending activities can harm the bank’s reputation. Inappropriate
delegation of acti hird parties without appropriate bank oversight or wrongful acts
by third parties & hgybank’s behalf could also increase a bank’s reputation risk
exposure. Effective gyst anel controls to identify, measure, monitor, and control potential
issues, such as approprigte oyersight of sales, servicing, and collection practices, are critical
to managing reputation

Risk Management

ontrol risk by implementing an effective
d complexity of its operations. When

Each bank should identify, measure, ito
risk management system appropriate for
examiners assess the effectiveness of a ban
bank’s policies, processes, personnel, and contr
Governance” booklet of the Comptroller’s Han
management.

Si

Compliance Audit Function

The bank’s internal audit system should include risk-based indeg eviews of the bank’s
compliance management system (CMS) to provide the board and management reasonable
assurance of the bank’s consumer compliance-related risk management. Inclusion of the
CMS in the audit program substantially lessens the risk of a bank failing to detect potentially
serious problems, such as noncompliance with consumer protection-related laws or
regulations. The bank’s risk-based internal audit coverage of the CMS should include the
following:

e Independent and qualified auditors who are knowledgeable of consumer protection-
related laws and regulations and can assess the appropriateness of the bank’s CMS.

12 For more guidance on new, modified, or expanded products and services, refer to OCC Bulletin 2017-43,
“New, Modified, or Expanded Bank Products and Services: Risk Management Principles.”
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e Testing of internal controls to identify inaccurate, incomplete, or unauthorized
transactions, including
— violations of consumer protection-related laws or regulations.

— deviations from the bank’s consumer compliance-related policies and procedures.
— thematic consumer compliance control issues, including the root cause, across
business activities or auditable entities.

e Evaluating the adequacy of established consumer compliance-related policies and
procedures and identifying noncompliance with the bank’s consumer compliance risk
management processes.

e Reviewing and validating management actions to address material consumer compliance-
related weaknesses.

The bank’s audit risk assessment process should include identification of consumer
compliance-related affitable entities, including third parties. The bank may perform a
separate audit to g¥aluatelthe overall effectiveness of the bank’s CMS, while audit coverage
for consumer protectid d laws and regulations may encompass several individual
audits or continuous@udi jvities. The bank’s process to track, monitor, report, and
follow up on audit iss Id igclude consumer compliance-related audit issues. 3

Format of Regulation Z

The rules that creditors must follow\differ d€pepding on whether the creditor is offering
open-end credit, such as credit cards % ity lines, or closed-end credit, such as car
loans or mortgages.

Subpart A (12 CFR 1026.1 through 1026.4) of t
that applies to open-end and closed-end credit trang Subpart A sets forth definitions
and stipulates which transactions are covered and t from the regulation

(12 CFR 1026.2 and 1026.3). It also contains the rules for, mining which fees are finance
charges (12 CFR 1026.4).

n provides general information

Subpart B (12 CFR 1026.5 through 1026.16) relates to open-end Subpart B contains
rules on account-opening disclosures (12 CFR 1026.6) and periodiC*tatements

(12 CFR 1026.7-8). It also describes special rules that apply to credit card transactions,
treatment of payments (12 CFR 1026.10) and credit balances (12 CFR 1026.11), procedures
for resolving credit billing errors (12 CFR 1026.13), APR calculations (12 CFR 1026.14),
rescission rights (12 CFR 1026.15), and advertising (12 CFR 1026.16).

Subpart C (12 CFR 1026.17 through 1026.24) relates to closed-end credit. It contains rules
on disclosures (12 CFR 1026.17-20), treatment of credit balances (12 CFR 1026.21), APR
calculations (12 CFR 1026.22), rescission rights (12 CFR 1026.23), and advertising

(12 CFR 1026.24).

13 Refer to the “Compliance Management Systems” booklet of the Comptroller’s Handbook.
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Subpart D (12 CFR 1026.25 through 1026.30) contains rules on record retention

(12 CFR 1026.25), oral disclosures (12 CFR 1026.26), disclosures in languages other than
English (12 CFR 1026.27), effect on state laws (12 CFR 1026.28), exemptions

(12 CFR 1026.29), and rate limitations (12 CFR 1026.30).

Subpart E (12 CFR 1026.31 through 1026.45) contains special rules for mortgage
transactions. The rules require certain disclosures and provide limitations for closed-end
credit transactions and open-end credit plans that have rates or fees above specified amounts
or certain prepayment penalties (12 CFR 1026.32). Special disclosures are also required,
including the total annual loan cost rate for reverse mortgage transactions (12 CFR 1026.33).
The rules prohibit specific acts and practices in connection with high-cost mortgages, as
defined in 12 CFR 1026.32(a) (12 CFR 1026.34); in connection with closed-end HPMLs, as
defined in 12 CFR 1026.35(a) (12 CFR 1026.35); and in connection with an extension of
credit secured by a dwelling (12 CFR 1026.36). Subpart E sets forth disclosure requirements,
effective October for most closed-end transactions secured by real property, as
required by 12 GFR §'37-38, disclosures for mortgage transfers (12 CFR 1026.39), and
disclosure requireme jodic statements for residential mortgage loans

(12 CFR 1026.41). | is subpart contains minimum standards for transactions
secured by a dwelling, VWich co rovisions relating to ability to repay and QMs

(12 CFR 1026.43).This subpart ingludes the small servicer exemption found in

12 CFR 1026.41(e)(4).

Subpart F (12 CFR 1026.46 through¥.026.4 lates to private education loans. Subpart F
contains rules on disclosures (12 CFR itations on changes in terms after
approval (12 CFR 1026.48), the right to (12 CFR 1026.47), and limitations on

end (not home-secured) consumer credit plan (excep
to all open-end credit plans). Subpart G contains rules re

(12 CFR 1026.52), and contains rules on allocation of payments in excess of the minimum
payment (12 CFR 1026.53). It sets forth certain limitations on the imposition of finance
charges as the result of a loss of a grace period (12 CFR 1026.54), and on increases in APRs,
fees, and charges for credit card accounts (12 CFR 1026.55), including the reevaluation of
rate increases (12 CFR 1026.59). This subpart prohibits the assessment of fees or charges for
over-the-limit transactions unless the consumer affirmatively consents to the creditor’s
charges or fees for payment of-over-the-limit transactions (12 CFR 1026.56). This subpart
sets forth rules for reporting and marketing of college student open-end credit

(12 CFR 1026.57). Finally, it sets forth requirements for the internet posting and submission
to the BCFP of credit card agreements under an open-end (not home-secured) consumer
credit plan (12 CFR 1026.58).
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Several appendixes to the regulation contain information such as

e the procedures for determinations about applicable state laws, state exemptions, and
issuance of Official Interpretations.

e special rules for certain kinds of credit plans.

e model disclosure forms.

e standards for determining ability to pay.

e rules for computing APRs in closed-end credit transactions and total-annual-loan-cost
rates for reverse mortgage transactions.

Official Interpretations of the regulation are published in a commentary. Good faith
compliance with the commentary protects creditors from civil liability under TILA. In
addition, the commentary includes more detailed information on disclosures and other
actions required of itors. Compliance with Regulation Z generally requires reference to
and reliance on t ntary.

Note: This booklet dpes
set forth in the regulati@Q.
subparts together by cre

ss all the subparts in TILA and Regulation Z in the order
jghlights key sections of TILA and Regulation Z and groups
rodugt 10k ease of reference.

Subpart A—General
Subpart A contains general informati gasfhin
transactions. This subpart sets forth definig#on

and which are exempt from the regulation (¥ C
rules for determining which fees are finance ch

oth open-end and closed-end credit

delineates which transactions are covered

.2 and 1026.3). It also contains the
R 1026.4).

Purpose of TILA and Regulation Z

TILA is intended to ensure that credit terms are disclosed
can compare credit terms more readily and knowledgeably.

gful way so consumers
’s enactment,
fricult to compare
loans because they were seldom presented in the same format. Now, all creditors must use
the same credit terminology and expressions of rates. In addition to providing a uniform
system for disclosures, TILA

e protects consumers against inaccurate and unfair credit billing and credit card practices.

e provides ability-to-repay requirements and other limitations applicable to credit cards.

e provides consumers with rescission rights.

e provides for rate caps on certain dwelling-secured loans.

e imposes limitations on home equity lines of credit (HELOC) and certain closed-end home
mortgages.

e provides minimum standards for most open-end credit accounts and dwelling-secured
loans.

e delineates and prohibits unfair or deceptive mortgage lending practices.
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TILA and Regulation Z do not set limits on how much interest a financial institution may
charge, nor do they obligate the institution to approve a consumer’s request for a loan.

Summary of Coverage Considerations—12 CFR 1026.1 and 1026.2

Financial institutions should carefully consider several factors when deciding whether a loan
requires TILA disclosures or is subject to other Regulation Z requirements. The coverage
considerations under Regulation Z are addressed in more detail in the commentary to that
regulation. For example, broad coverage considerations are included under 12 CFR 1026.1(c)
of the regulation, and relevant definitions appear in 12 CFR 1026.2.

The 2016 Servicing Rule adds a definition of “successor in interest.” “Successor in interest”
means a person to whom an ownership interest in a dwelling securing a closed-end consumer
credit transaction is ferred from a consumer, provided that the transfer is

e atransfer by'devi
by the entirety;
e atransfertoarela
e atransfer in which th
property;
e atransfer resulting from a a digsolution of marriage, a legal separation
agreement, or an incidental propgrty settfement agreement, by which the spouse of the
o
C

t, or operation of law on the death of a joint tenant or tenant

ti rom the death of the consumer;
us@or ehildren of the consumer become an owner of the

consumer becomes an owner of t

e atransfer into an inter vivos trust in
that does not relate to a transfer of rightsfof
(12 CFR 1026.2(a)(27)(i)).

consumer is and remains a beneficiary and
ncy in the property

“Confirmed successor in interest” means a success r ce a servicer has
confirmed the successor in interest’s identity and ownershi erest in the dwelling

(12 CFR 1026.2(a)(27)(ii)).
Under 12 CFR 1026.2(a)(11), a confirmed successor in interes @

12 CFR 1026.20(c) through (), 1026.36(c), 1026.39, and 1026.41%

mer for purposes of

Further, a servicer that is a debt collector under the FDCPA with respect to a mortgage loan
does not violate the prohibitions in FDCPA section 805(b) on communicating with third
parties by communicating with a confirmed successor in interest in compliance with the
mortgage servicing rules because “consumer” for purposes of FDCPA section 805 includes
any person who meets the definition in this part of confirmed successor in interest
(Comment 2(a)(11)-4.ii).1

14 See also the 2016 FDCPA Interpretive Rule (81 Fed. Reg. 71977, 71979).
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Exempt Transactions—12 CFR 1026.3
The following transactions are exempt from Regulation Z:

e Credit extended primarily for a business, commercial, or agricultural purpose.

e Credit extended to other than a natural person (including credit to government agencies
or instrumentalities).

e Credit in excess of an annually adjusted threshold not secured by real property or by
personal property used or expected to be used as the principal dwelling of the
consumer.®®

e Public utility credit.

e Credit extended by a broker-dealer registered with the U.S. Securities and Exchange
Commission or the U.S. Commodity Futures Trading Commission, involving securities

When a credit card is inyglved, ally exempt credit (e.g., business purpose credit) is
subject to the requirement t gaveilh the issuance of credit cards and liability for their
unauthorized use. Credit car ust n issued on an unsolicited basis, and, if a credit card
is lost or stolen, the cardholder ot beYeld liable for more than $50 for the unauthorized
use of the card (Comment 3(a)-1 an

When determining whether credit is for C/ purposes, the creditor should consider all
of the following (Comment 3(a)-3):

e Any statement obtained from the consumer g the purpose of the proceeds.
— For example, a statement that proceeds will S

consumer purpose.

— If the loan has a mixed purpose (e.g., proceeds wil
used for personal and business purposes), the lender
of the loan to decide whether disclosures are necessary. A
the consumer will help the lender make that decision.

— A checked box indicating that the loan is for a business purpose, absent any
documentation showing the intended use of the proceeds, could be insufficient
evidence that the loan did not have a consumer purpose.

e The consumer’s primary occupation and how it relates to the use of the proceeds.
The greater the correlation between the consumer’s occupation and the likely use of the
property purchased from the loan proceeds, the greater the likelihood that the loan will be
deemed to have a business purpose. For example, proceeds used to purchase dental
supplies for a dentist would indicate a business purpose.

15 Dodd-Frank requires that this threshold be adjusted annually by any annual percentage increase in the
Consumer Price Index for Urban Wage Earners and Clerical Workers. For the current threshold, see
12 CFR 1026.3(b)(ii).
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e The borrower’s personal management of the assets purchased from proceeds. If the
borrower has limited or no personal involvement in the management of the investment or
enterprise purchased by the loan proceeds, the loan will be less likely to be deemed to
have a business purpose. For example, money borrowed to purchase stock in an
automobile company by an individual who does not work for that company would
indicate a personal investment and a consumer purpose.

e The size of the transaction. The larger the dollar amount of the transaction, the more
likely the loan will have a business purpose. For example, if the loan is for a $5 million
real estate transaction, that might indicate a business purpose.

e The amount of income derived from the property acquired by the loan proceeds
relative to the borrower’s total income. The lower the income derived from the
acquired property is as a percentage of the borrower’s total income, the more likely the
loan will be deemed to have a consumer purpose. For example, if the borrower has an
annual salary of $8Q0,000 and receives about $500 in annual dividends from the acquired
property, that dicate a consumer purpose.

All five factors mustbe udted before the lender can conclude that TILA disclosures are
not necessary. Normallg; nongne factor by itself is sufficient reason to determine the
applicability of Regulatiog Z. In@nyAvent, the financial institution may routinely furnish
disclosures to the consumer. ing disclosures to the borrower does not conclusively
establish that the transaction i ILA, but the provision of disclosures can ensure
that the financial institution has congplied with the law.

See the “Coverage Considerations Under u n Z” chart in appendix A of this booklet.

Determination of Finance Charge and AP

Finance Charge (Open-End and Closed-

The finance charge is a measure of the cost of consumer
cents. Along with APR disclosures, the disclosure of the fin
uniform credit cost disclosure envisioned by TILA.

The finance charge does not include any charge of a type payable in a comparable cash
transaction. Examples of charges payable in a comparable cash transaction may include
taxes, title, license fees, or registration fees paid in connection with an automobile purchase.

Finance charges include any charges or fees payable directly or indirectly by the consumer
and imposed directly or indirectly by the financial institution either as an incident to or as a
condition of an extension of consumer credit. The finance charge on a loan always includes
any interest charges and often includes other charges. Regulation Z includes examples,
applicable to open-end and closed-end credit transactions, of what must, must not, or need
not be included in the disclosed finance charge (12 CFR 1026.4(b)).
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Accuracy Tolerances (Closed-End Credit)—12 CFR 1026.18(d),
1026.23(g), and 1026.23(h)

Regulation Z provides finance charge tolerances for legal accuracy that should not be
confused with those provided in TILA for reimbursement under regulatory agency orders. As
with disclosed APRs, if a disclosed finance charge is legally accurate, it is not subject to
reimbursement.

Under TILA and Regulation Z, finance charge disclosures for open-end credit must be
accurate since there is no tolerance for finance charge errors. TILA and Regulation Z do,
however, permit various finance charge accuracy tolerances for closed-end credit.

Tolerances for the finance charge in a closed-end transaction, other than a mortgage loan, are
generally $5 if the aggunt financed is less than or equal to $1,000, and $10 if the amount
financed exceeds § @ Tolerances for certain transactions consummated on or after

September 30, oted as follows.
e Credit secured by r€al prgperty or a dwelling (closed-end credit only)
(12 CFR 1026.18(d)
— The disclosed finance{Chafge 1S considered accurate if it is not understated by more
than $100.
— Overstatements are not viol
e Rescission rights after the three-Dugi yy escission period (closed-end credit only)

(12 CFR 1026.23(g))
— The disclosed finance charge is consg
finance charge by more than 0.5 percent
greater.
— The disclosed finance charge is considered i oes not vary from the actual
for the initial and
 $100, whichever is
[@tion. (This excludes
in which there are

greater, when the new loan is made at a different finahcia
high-cost mortgage loans subject to 12 CFR 1026.32, tr8
new advances, and new consolidations.)

— Overstatements are not considered violations.

e Rescission rights in foreclosure (12 CFR 1026.23(h))

— The disclosed finance charge is considered accurate if it does not vary from the actual
finance charge by more than $35.

— Overstatements are not considered violations.

— The consumer can rescind if a mortgage broker fee that should have been included in
the finance charge was not included.

Note: Normally, the finance charge tolerance for a rescindable transaction is either
0.5 percent of the credit transaction or, for certain refinancings, 1 percent of the credit
transaction. In the event of a foreclosure, the consumer may exercise the right of
rescission if the disclosed finance charge is understated by more than $35.
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See the “Finance Charge Tolerances” charts in appendix C of this booklet to determine
appropriate finance charge tolerances.

Calculating the Finance Charge (Closed-End Credit)

One of the more complex tasks under Regulation Z is determining whether a charge
associated with an extension of credit must be included in, or excluded from, the disclosed
finance charge. The finance charge initially includes any charge that is, or will be, connected
with a specific loan. Charges imposed by third parties are finance charges if the financial
institution requires use of the third party. Charges imposed by settlement or closing agents
are finance charges if the bank requires the specific service that gave rise to the charge and
the charge is not otherwise excluded. The “Finance Charge Chart” in appendix B of this
booklet summarizes the rules that must be considered.

Prepaid Fina rges

A prepaid finance ¢ inance charge paid separately to the financial institution or
to a third party, in cas heck before or at closing, settlement, or consummation of a
transaction, or Wlthheld m th eds of the credit at any time.

Prepaid finance charges effec e amount of funds available for the consumer’s

use, usually before or at the time th ransa jon is consummated.

Examples of finance charges frequently
origination fees, real estate construction ifs
attributable to part of the first payment period w, atperiod is longer than a regular
payment period), mortgage guarantee insurance yaid 1t the Federal Housing
Administration (FHA), private mortgage insurancé$p pa

such companies as the
Mortgage Guaranty Insurance Corporation, and, in nOf®feals@Statetransactions, credit report
fees.

consumers are borrower’s points, loan
fegs, odd days’ interest (interest

Precomputed Finance Charges

A precomputed finance charge includes, for example, interest added to the note amount that
is computed by the add-on, discount, or simple interest methods. If reflected in the face
amount of the debt instrument as part of the consumer’s obligation, finance charges that are
not viewed as prepaid finance charges are treated as precomputed finance charges that are
earned over the life of the loan.

See the “Finance Charge” chart in appendix B of this booklet.
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APR Determination—12 CFR 1026.22 (Closed-End Credit)

Credit costs may vary depending on the interest rate, the amount of the loan and other
charges, the timing and amounts of advances, and the repayment schedule. The APR, which
must be disclosed in nearly all consumer credit transactions, is designed to take into account
all relevant factors and to provide a uniform measure for comparing the cost of various credit
transactions.

The APR is a measure of the cost of credit, expressed as a nominal yearly rate. It relates the
amount and timing of value received by the consumer to the amount and timing of payments
made. The disclosure of the APR is central to the uniform credit cost disclosure envisioned
by TILA.

The value of a closedgend credit APR must be disclosed as a single rate only, whether the
loan has a single ig -@ ate, a variable interest rate, a discounted variable interest rate, or
ha separate interest rates (step rates), and it must appear with the
segregated disclosurgs. ed disclosures are grouped together and do not contain any
the disclosures required under 12 CFR 1026.18, 1026.47,

Since an APR measures the t
premiums for credit guarantee insur

it, including costs such as transaction charges or
ce, it |§ not an “interest rate,” as that term is generally
used. APR calculations do not rely o definitigfts of interest in state law and often include
charges, such as a commitment fee pal %; sumer, that are not viewed by some state
usury statutes as interest. Conversely, an APRfMmight got include a charge, such as a credit
report fee in a real property transaction that Som
purposes. Furthermore, measuring the timing of

is essential if APR calculations are to be accurate, 1§
Regulation Z.

ed and of payments made, which
ongistent with parameters under

The APR is often considered to be the finance charge exprégsed asé#
however, could require the same finance charge and still have di

12 percent on a loan with $5,000 financed and 36 equal monthly payments of $166.07 each.
It is 13.26 percent on a loan with an amount financed of $4,500 and 35 equal monthly
payments of $152.18 each and final payment of $152.22. In both cases, the finance charge is
$978.52. The APRs on these example loans are not the same because an APR does not reflect
only the finance charge. It also relates the amount and timing of value received by the
consumer to the amount and timing of payments made.

The APR is a function of

e the amount financed, which is not necessarily equivalent to the loan amount. For
example, if the consumer must pay at closing a separate 1 percent loan origination fee
(prepaid finance charge) on a $100,000 residential mortgage loan, the loan amount is
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$100,000, but the amount financed would be $100,000 less the $1,000 loan fee, or

$99,000.

e the finance charge, which is not necessarily equivalent to the total interest amount
(interest is not defined by Regulation Z, but rather is defined by applicable state or other
federal law). For example,

— if the consumer must pay a $25 credit report fee for an auto loan, the fee must be
included in the finance charge. The finance charge in that case is the sum of the
interest on the loan (i.e., interest generated by the application of a percentage rate
against the loan amount) plus the $25 credit report fee.

— if the consumer must pay a $25 credit report fee for a home improvement loan
secured by real property, the credit report fee must be excluded from the finance
charge. The finance charge in that case would be only the interest on the loan.

e the payment schedule, which does not necessarily include only principal and interest

rrows $2,500 for a vacation trip at 14 percent simple interest per
amount with 25 equal monthly payments beginning one month
e transaction, the monthly principal and interest payment
s are considered equal, and the amount financed would
’spayments are increased by $2 a month to pay a
nonfinanced $50 loanffee Quring the life of the loan, the amount financed would
remain at $2,500, but t hedule would be increased to $117.87 a month,
the finance charge would indfease by#$50, and there would be a corresponding
increase in the APR. Thisw e the¢Case whether or not applicable state law
defines the $50 loan fee as interes
— if the loan above has 55 days to the f}
consummation ($24.31 to cover the first
$2,500 — $24.31, or $2,475.69. Althoug
reflect the consumer’s reduced use of availah ) onsummation, the time
interval during which the consumer has use o , 55 days to the first
payment, has not changed. Since the first payme geds the limitations of
the regulation’s minor irregularities provisions (12 c)(4)), it may not be
treated as a regular period. In calculating the APR, the f ent period must not
be reduced by 25 days (i.e., the first payment period may 2 treated as one
month).

Financial institutions may, if permitted by applicable state or other law, precompute interest
by applying a rate against a loan balance using a simple interest, add-on, discount, or other
method, and may earn interest using a simple interest accrual system, the Rule of 78s (if
permitted by law), or another method. Unless the financial institution’s internal interest
earnings and accrual methods involve a simple interest rate based on a 360-day year that is
applied over actual days (which is important only for determining the accuracy of the
payment schedule), precomputed interest is not relevant in calculating an APR, since an APR
is not an interest rate (as that term is commonly used under state or other law). Since the
APR normally need not rely on the internal accrual systems of a bank, it always may be
computed after the loan terms have been agreed upon (as long as it is disclosed before actual
consummation of the transaction).
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Special Requirements for Calculating the Finance Charge and APR

Proper calculation of the finance charge and APR are of primary importance. The regulation
requires that the terms “finance charge” and “annual percentage rate” be disclosed more
conspicuously than any other required disclosure, subject to limited exceptions. The finance
charge and APR, more than other disclosures, enable consumers to understand the cost of the
credit and to comparison shop for credit. A creditor’s failure to disclose those values
accurately can result in the creditor paying significant monetary damages, either as a result of
a class action lawsuit or when its regulatory agency orders it to reimburse consumers for
violating the law.

If an APR or finance charge is disclosed incorrectly, the error is not, in itself, a violation of
the regulation if

e the error resu
the financialnstifh

e upon discovery af th
calculation tool for@isc

e the financial instituti

a corresponding error in a calculation tool used in good faith by

rofythe financial institution promptly discontinues use of that
ure purposes.
notifigs the BCFP in writing of the error in the calculation tool.

When a financial institution cl3gs’a tion tool was used in good faith, the financial
institution assumes a reasonable dedfee of r@ponsibility for ensuring that the tool in question
provides the accuracy required by th ulati@n. For example, the financial institution might
verify the results obtained using the too ring those results to the figures obtained
by using another calculation tool. The finangi itgtion might also verify that the tool, if it
is designed to operate under the actuarial metho gs figures similar to those provided
by the examples in appendix J to the regulation. ion tool should be checked for
accuracy before it is first used and periodically the

Subpart B—Open-End Credit

Subpart B relates to open-end credit. It contains rules on accou g disclosures
(12 CFR 1026.6) and periodic statements (12 CFR 1026.7-8). It alS&describes

e special rules that apply to credit card transactions, treatment of payments
(12 CFR 1026.10), credit balances (12 CFR 1026.11), and other provisions
(12 CFR 1026.12).

procedures for resolving credit billing errors (12 CFR 1026.13).

APR calculations (12 CFR 1026.14).

rescission requirements (12 CFR 1026.15).

advertising (12 CFR 1026.16).
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Version 2.0 Introduction>Subpart B—Open-End Credit

Time of Disclosures (Periodic Statements)—12 CFR 1026.5(b)

For credit card accounts under an open-end (not home-secured) consumer credit plan,
creditors must adopt reasonable procedures designed to ensure that periodic statements are
mailed or delivered at least 21 days before the payment due date disclosed on the periodic
statement and that payments are not treated as late for any purpose if they are received within
21 days after mailing or delivery of the statement. In addition, for all open-end consumer
credit accounts with grace periods, creditors must adopt reasonable procedures designed to
ensure that periodic statements are mailed or delivered at least 21 days before the date on
which a grace period (if any) expires and that finance charges are not imposed as a result of
the loss of a grace period if a payment is received within 21 days after mailing or delivery of
a statement. For purposes of this requirement, “grace period” is defined as a period within
which any credit extended may be repaid without incurring a finance charge due to a periodic
interest rate. For nongBgedit-card open-end consumer plans without a grace period, creditors
must adopt reasoq 1@ icies and procedures designed to ensure that periodic statements
are mailed or defivergs t 14 days before the date on which the required minimum
periodic payment is
procedures to ensure th@l it 8ges not treat as late a required minimum periodic payment
received by the creditor Withi after it has mailed or delivered the periodic statement.

Subsequent Disclosures (O

For open-end credit (not home-secu ediff’thg following applies:

0 !!
penalty fees.

transaction fees.
fees imposed for the issuance or availability of the open-end{g

grace period.
balance computation method.

credit card account agreements.
a consumer should be aware of
e

increases and other significant changes to the te
“Significant changes” include most fees and oth
before using the account. Examples of such fees an

>

Changes that do not require advance notice include

e reductions of finance charges.
e termination of account privileges resulting from an agreement involving a court

proceeding.

e anincrease in an APR upon expiration of a specified period of time previously disclosed
in writing.

e increases in variable APRs that change according to an index not under the card issuer’s
control.
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e rate increases due to the completion of, or failure of a consumer to comply with, the
terms of a workout or temporary hardship arrangement, if those terms are disclosed
before commencement of the arrangement.

A creditor may suspend account privileges, terminate an account, or lower the credit limit
without notice. A creditor that lowers the credit limit may not impose an over-limit fee or
penalty rate as a result of exceeding the new credit limit without a 45-day advance notice that
the credit limit has been reduced.

For significant changes in terms (with the exception of rate changes, increases in the
minimum payment, certain changes in the balance computation method, and when the change
results from the consumer’s failure to make a required minimum periodic payment within

60 days after the due date), a creditor must also provide consumers the right to reject the
change. If the consunger does reject the change before the effective date, the creditor may not
apply the change e @ count (12 CFR 1026.9(h)(2)(i)).

In addition, when a gbns

jects a change or increase, the creditor must not

e impose a fee or charQg,or tre account as in default solely as a result of the rejection;
or

e require repayment of the b ccount using a method that is less beneficial to

the consumer than one of the following fhethods: (1) the method of repayment before the
rejection; (2) an amortization peM@d of ngiffess than five years from the date of rejection;
or (3) a minimum periodic paymen ncl@ifles a percentage of the balance that is not
more than twice the percentage included #€fa¥e the date of rejection.

Finance Charge (Open-End Credit)—12 .6(a)(1) and 1026.6(b)(3)

Each finance charge imposed must be individually itemizedfQut the aggregate total amount
of the finance charge need not be disclosed.

Determining the Balance and Computing the Finaf

The examiner must know how the financial institution computes the balance to which the
periodic rate is applied. There are three common methods used, namely, the previous balance
method, the daily balance method, and the average daily balance method, which are
described as follows:

e Previous balance method. The balance on which the periodic finance charge is
computed is based on the balance outstanding at the start of the billing cycle. The
periodic rate is multiplied by this balance to compute the finance charge.

e Daily balance method. A daily periodic rate is applied to either the balance on each day
in the cycle or the sum of the balances on each of the days in the cycle. If a daily periodic
rate is multiplied by the balance on each day in the billing cycle, the finance charge is the
sum of the products. If the daily periodic rate is multiplied by the sum of all the daily
balances, the result is the finance charge.
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e Auverage daily balance method. The average daily balance is the sum of the daily
balances (either including or excluding current transactions) divided by the number of
days in the billing cycle. A periodic rate is then multiplied by the average daily balance to
determine the finance charge. If the periodic rate is a daily one, the product of the rate
multiplied by the average balance is multiplied by the number of days in the cycle.

In addition to those common methods, financial institutions have other ways of calculating
the balance to which the periodic rate is applied. By reading the financial institution’s
explanation, the examiner should be able to calculate the balance to which the periodic rate
was applied. In some cases, the examiner may need to obtain additional information from the
financial institution to verify the explanation disclosed. If the examiner is unable to
understand the disclosed explanation, he or she should discuss the explanation with
management, and should remind management of Regulation Z’s requirement that disclosures
be clear and conspic

When a balanc
the billing cycle, th

without first deducting all credits and payments made during
e amount of the credits and payments must be disclosed.

If the financial institutio iy balance method and applies a single daily periodic
rate, disclosure of the balaricgjto Which the rate was applied may be stated as any of the
following:

balance on each day, and the sum o ts is the finance charge.

ich the balance in the account

changes. The finance charge is figured by t ~
the statement shows the balance only for th

e The sum of the daily balances during the bi
finance charge is computed is the sum of all the da
daily periodic rate is multiplied by that balance to de

hich the balance changed.
e balance on which the

3 or can be
c rate applied to the

institution may, at its option, explain that the average daily g
multiplied by the number of days in the billing cycle and the pe
product to determine the amount of interest.

C

If the financial institution uses the daily balance method, but applies two or more daily
periodic rates, the sum of the daily balances may not be used. Acceptable ways of disclosing
the balances include

e ahbalance for each day in the billing cycle;

e ahbalance for each day in the billing cycle on which the balance in the account changes;
or

e two or more average daily balances. If the average daily balances are stated, the financial
institution may, at its option, explain that interest is or may be determined by
(1) multiplying each of the average daily balances by the number of days in the billing
cycle (or if the daily rate varied during the cycle, by multiplying by the number of days
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the applicable rate was in effect); (2) by multiplying each of the results by the applicable
daily periodic rate; and (3) adding these products together.

In explaining the method used to find the balance on which the finance charge is computed,
the financial institution is not required to reveal how it allocates payments or credits. That
information may be disclosed as additional information, but all required information must be
clear and conspicuous.

Note: 12 CFR 1026.54 prohibits a credit card issuer from calculating finance charges based
on balances for days in previous billing cycles as a result of the loss of a grace period (a
practice sometimes referred to as “double-cycle billing”).

Finance Charge Resulting From Two or More Periodic Rates

use more than one periodic rate to compute the finance charge.
ly to balances up to a certain amount and another rate to

If two or more periodic rates apply, the financial institution
must disclose all rates ditions. The range of balances to which each rate applies also
must be disclosed. It is Mg nece 0 break the finance charge into separate components
based on the different rates:

APR (Open-End Credit)
The disclosed APR on an open-end cre |%
1 percentage point of the APR calculated

Determination of APR—12 CFR 1026.

Is accurate if it is within one-eighth of

ctions involves
is method is used in all

The basic method for determining the APR in open-end Cr
multiplying each periodic rate by the number of periods i
types of open-end disclosures, including the

corresponding APR in the initial disclosures.
corresponding APR on periodic statements.

APR in early disclosures for credit card accounts.
APR in early disclosures for home equity plans.
APR in advertising.

e APRin oral disclosures.

The corresponding APR is prospective, and it does not involve any particular finance charge
or periodic balance.

A second method of calculating the APR is the quotient method. At a creditor’s option, the
quotient method may be disclosed on periodic statements for home equity plans subject to
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12 CFR 1026.40, which concerns HELOCs.*® The quotient method reflects the annualized
equivalent of the rate that was actually applied during a cycle. This rate, also known as the
effective APR, will differ from the corresponding APR if the creditor applies minimum,
fixed, or transaction charges to the account during the cycle (12 CFR 1026.14(c)).

Brief Outline for Open-End Credit APR Calculations on Periodic
Statements

Note: Assume monthly billing cycles for each of the following calculations.

I. Basic method for determining the APR in an open-end credit transaction. This is the
corresponding APR (12 CFR 1026.14(b)).

Monthly rateg12 = APR

I1. Optional eff€Ctiv: at may be disclosed on HELOC periodic statements.

A. APR when onl ic rates are imposed (12 CFR 1026.14(c)(1))

1. Monthly rate x 12§ A
or
2. (Total finance charge / sdém of thg balances) x 12 = APR

B. APR when a minimum or fixed c
(12 CFR 1026.14(c)(2))

not a transaction charge, is imposed

(Total finance charge / amount of applic

C. APR when the finance charge includes a charg
as a cash advance fee), even if the total finance c
minimum, fixed, or other charge not calculated usi
(12 CFR 1026.14(c)(3))

16 |f a creditor does not disclose the effective (or quotient method) APR on a HELOC periodic statement, the
creditor must instead disclose the charges (fees and interest) imposed as provided in 12 CFR 1026.7(a).

17 The APR cannot be determined with this formula if the applicable balance is zero (12 CFR 1026.14(c)(2)).

18 |_oan fees, points, or similar finance charges that relate to the opening of the account must not be included in
the calculation of the APR.
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Total finance charge / (all balances + other amounts on which a finance charge was
imposed during the billing cycle without duplication!®) x 12 = APR?

D. APR when the finance charge imposed during the billing cycle includes a minimum
or fixed charge that does not exceed $.50 for a monthly or longer billing cycle (or pro
rata part of $.50 for a billing cycle shorter than monthly) (12 CFR 1026.14(c)(4))

Monthly rate x 12 = APR

E. APR calculation when daily periodic rates are applicable if only the periodic rate is
imposed or when a minimum or fixed charge (but not a transaction charge) is
imposed (12 CFR 1026.14(d))

1. (Total finagce charge / average daily balance) x 12 = APR
or
2. (TotaFfin charge / sum of daily balances) x 365 = APR

Change in Terms Notie€s f@r Home Equity Plans
Subject to 12 CFR%026 nd 1026.9(c)

Servicers are required to provi ergwith 15 days’ advance written notice of a change
to any term required to be disclosedfinder 12 CFR 1026.6(a) or when the required minimum
periodic payment is increased. Notic@ig ot @uired when the change involves a reduction
of any component of a finance charge or r ge or when the change results from an
agreement involving a court proceeding. If ty€ cr@ditgt prohibits additional extensions of

credit or reduces the credit limit in certain circu
notice must be provided no later than three busi

reinstatement of credit privileges, the notice also must Stat t

Payments—12 CFR 1026.10 (Open-End Credit)

Creditors are required to credit a payment to the consumer’s acco s of the date of receipt,
except when a delay in crediting does not result in a finance or other charge. If a creditor fails
to credit a payment, as required by 12 CFR 1026.10(a) or (b), in time to avoid the imposition
of finance or other charges, the creditor shall adjust the consumer’s account so that the
charges imposed are credited to the consumer’s account during the next billing cycle.

9 The sum of the balances may include the average daily balance, adjusted balance, or previous balance
method. When a portion of the finance charge is determined by application of one or more daily periodic rates,
the sum of the balances also means the average of daily balances. See appendix F to Regulation Z.

20 This calculation cannot be less than the highest periodic rate applied, expressed as an APR. Loan fees, points,
or similar finance charges that relate to the opening of the account must not be included in the calculation of the
APR.
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If a card issuer makes a material change in the address for receiving payments or procedures
for handling payments, and such change causes a material delay in the crediting of a payment
to the consumer’s account during the 60-day period following the date on which such change
took effect, the card issuer may not impose any late fee or finance charge for a late payment
on the credit card account during the 60-day period following the date on which the change
took effect.

Timely Settlement of Estates—12 CFR 1026.11(c)

Issuers are required to establish procedures to ensure that any administrator of an estate can
resolve the outstanding credit card balance of a deceased account holder in a timely manner.
If an administrator requests the amount of the balance, the issuer

iing or residual interest charges that accrued on the balance

following the discl alance is paid in full within 30 days after disclosure of

the balance.
Billing Error Resolution—12 13 (Open-End Credit)
A billing error notice is a written not sumer that

e isreceived by a creditor at the address df
applicable, no later than 60 days after the cr
that reflects the alleged billing error;

e enables the creditor to identify the consumer’s n d

e to the extent possible, indicates the consumer’s belief sons for the belief that a

r 12 CFR 1026.7(a)(9) or (b)(9), as
itted the first periodic statement

receiving a billing error notice, unless the creditor has complied with the appropriate
resolution procedures of 12 CFR 1026.13(e) and (f), as applicable, within the 30-day period.
Furthermore, the creditor must comply with the appropriate resolution procedures provided
by 12 CFR 1026.13(e) and (f), as applicable, within two complete billing cycles (but in no
event later than 90 days) after receiving a billing error notice.

Until a billing error is resolved, the following rules apply:

e The consumer need not pay (and the creditor may not try to collect) any portion of any
required payment that the consumer believes is related to the disputed amount (including
related finance or other charges).

e The creditor or its agent is also prohibited from making or threatening to make an adverse
report to any person about the consumer’s credit standing, or report that an amount or
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account is delinquent, because the consumer failed to pay the disputed amount or related
finance or other charges.

e A creditor shall not accelerate any part of the consumer’s indebtedness or restrict or close
a consumer’s account solely because the consumer has exercised in good faith rights
provided by this section.

A creditor is not prohibited from taking action to collect any undisputed portion of the item
or bill; from deducting any disputed amount and related finance or other charges from the
consumer’s credit limit on the account; or from reflecting a disputed amount and related
finance or other charges on a periodic statement, provided that the creditor indicates on or
with the periodic statement that payment of any disputed amount and related finance or other
charges is not required pending the creditor’s compliance with this section.

If a creditor determi
time limits,

that a billing error occurred as asserted, it must, within the applicable

e correct the billing err
related finance or arges, as applicable.
e mail or deliver notifi

If, after conducting a reasonabteiave N, a creditor determines that no billing error
occurred or that a different billing effor occlirred from that asserted, the creditor must, within
the applicable time limits,

e mail or deliver to the consumer an ex IoR that sets forth the reasons for the
creditor’s belief that the billing error alleged sumer is incorrect in whole or in
part.

e furnish copies of documentary evidence of the "sgipdebtedness, if the consumer

SO requests.
e if adifferent billing error occurred, correct the billin
account with any disputed amount and related finance o

dit the consumer’s
es, as applicable.

If a creditor determines that a consumer owes all or part of the diSput€tl amount and related
finance or other charges, determine whether the credit complied with the requirements
provided in 12 CFR 1026.13(9).

A creditor that has fully complied with the requirements of 12 CFR 1026.13 has no further
responsibilities under this section (other than as provided in 12 CFR 1026.13(g)(4)) if a
consumer reasserts substantially the same billing error.

Note: Special credit card provisions provide additional protections for consumers, including
provisions relating to unauthorized use (12 CFR 1026.12).
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Minimum Payments—12 CFR 1026.7(b)(12)

For credit card accounts under an open-end credit plan, card issuers generally must disclose
on periodic statements

e an estimate of the amount of time and the total cost (Principal and Interest) involved in
paying the balance in full by making only the minimum payments.

e an estimate of the monthly payment amount required to pay off the balance in 36 months.

e the total cost (Principal and Interest) of repaying the balance in 36 months.

Card issuers also must disclose a minimum payment warning and an estimate of the total
interest that a consumer would save if that consumer repaid the balance in 36 months instead
of making minimum payments.

Advertising for O Plans—12 CFR 1026.16
Regulation Z requires t anroduct advertisements provide accurate and balanced
information, in a clear comspigeiQus manner, about rates, monthly payments, and other
loan features. The adverti rulgs ban several deceptive or misleading advertising practices,

including representations thatSg ratg or payment is “fixed” when in fact it can change.
If an advertisement for credit states §pecific*redit terms, it must state only those terms that
actually are or will be arranged or of bygthe greditor. If any finance charges or other

charges are set forth in an advertisement, tisement must also clearly and
conspicuously state the following:

e Any minimum, fixed, transaction, activity, or si
under 12 CFR 1026.4 that could be imposed.

irge that is a finance charge

e Any periodic rate that may be applied, expressed as a as\determined under
12 CFR 1026.14(b). If the plan provides for a variableYagriodlic that fact must be
disclosed.

e Any membership or participation fee that could be imposed.

If any finance charges or other charge or payment terms are set forth, affirmatively or
negatively, in an advertisement for a home equity plan subject to the requirements of
12 CFR 1026.40, the advertisement also must clearly and conspicuously set forth the
following:

e Any loan fee that is a percentage of the credit limit under the plan and an estimate of any
other fees imposed for opening the plan, stated as a single dollar amount or a reasonable
range.

e Any periodic rate used to compute the finance charge, expressed as an APR as
determined under 12 CFR 1026.14(b).

e The maximum APR that may be imposed in a variable-rate plan.
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Regulation Z’s open-end home equity plan advertising rules include a clear and conspicuous
standard for home equity-plan advertisements, consistent with the approach taken in the
advertising rules for consumer leases under Regulation M. Commentary provisions clarify
how the clear and conspicuous standard applies to advertisements of home equity plans with
promotional rates or payments, and to internet, television, and oral advertisements of home
equity plans. The regulation allows alternative disclosures for television and radio
advertisements for home equity plans. The regulation also requires that advertisements
adequately disclose not only promotional plan terms but also the rates or payments that will
apply over the term of the plan.

Regulation Z also contains provisions implementing the Bankruptcy Abuse Prevention and

Consumer Protection Act of 2005, which requires disclosure of the tax implications of certain
home equity plans.

Subpart C—Clo d Credit

Subpart C relates to glos
treatment of credit bal
rescission rights (12 CF

2 CER 1026.21), APR calculations (12 CFR 1026.22),
, apd advertising (12 CFR 1026.24).

TILA-RESPA Integrated Dis

by real property for which the credi
TILA-RESPA Integrated Disclosur
mortgages secured by a mobile home or
TIL disclosures and the BCFP’s Consumer
(CHARM) must still be provided for certain clo

e given for most closed-end transactions secured
i¥es an application on or after October 3, 2015.
not @pply to HELOCs, reverse mortgages, or
ing that is not attached to real property.
n Adjustable Rate Mortgages

n transactions.

Disclosures, Generally
Timing

Generally, all disclosures provided to consumers must be made d conspicuously in
writing, in a form that the consumer may keep (12 CFR 1026.17(a)™026.37(0), and
1026.38(t)). The timing of the disclosures may change depending on the transaction

(12 CFR 1026.19(a), 1026.19(e)(1)(iii), 1026.19(f)(1)(ii), and 1026.19(q)).

Disclosures in connection with non-mortgage closed-end loans and specified housing
assistance loan programs for low- and moderate-income consumers must be provided before
consummation of the transaction (12 CFR 1026.3).

For most closed-end transactions secured by real property for which the creditor receives an
application on or after October 3, 2015 (including construction-only loans, loans secured by
vacant land or by 25 or more acres, and credit extended to certain trusts for tax or estate
planning purposes), disclosures must be provided in accordance with the timing requirements
outlined in 12 CFR 1026.19(e), (f), and (g). Generally, a creditor is required to mail or
deliver the Loan Estimate within three business days of receipt of the consumer’s loan
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application and to ensure that the consumer receives the Closing Disclosure no later than
three business days before loan consummation (12 CFR 1026.19(e)(iii) and
1026.19()(2)(i1)). If the loan is a purchase transaction, the special information booklet must
also be provided within three business days of receipt of the consumer’s application

(12 CFR 1026.19(g)(1)(i)). The specifics of these disclosure timing requirements are further
discussed below, including a discussion about revised disclosures.

Mortgage loans not subject to 12 CFR 1026.19(e) and (f) (e.g., reverse mortgages and
chattel-dwelling loans) have different disclosure requirements. For reverse mortgages,
disclosures must be delivered or mailed to the consumer no later than the third business day
after a creditor receives the consumer’s written application (12 CFR 1026.19(a)). For chattel-
dwelling mortgage loans, disclosures must be provided to the consumer before
consummation of the loan (12 CFR 1026.17(b)). Revised disclosures also are required within
three business days giaconsummation if certain mortgage loan terms change

(12 CFR 1026.19 or loans like reverse mortgages, the consumer receives the Good
Faith Estimate ( Dl Settlement Statement (HUD-1), and TIL disclosures as
required under the a ctions of both TILA and RESPA. Consumers receive TIL

lic

. in variable-rate transactions secured by a dwelling
have additional disclosure Objtgationsiwith specific timing requirements both before and after
consummation. (See the “Varfaplelan justable Rate Transactions; 12 CFR 1026.18(f) and
1026.20(c) and (d)” section later In i#ffis booklet.)

Basis for Disclosures

Generally

Disclosures provided for closed-end transactions '@
parties will be legally bound as of the outset of the creaietr

for the disclosures is unknown, the creditor may provide
using the best information reasonably available. The disclo
estimate.

e credit terms to which the

ton. If information required

r with an estimate,
clearly marked as an

Variable Rate and Adjustable Rate

If the terms of the legal obligation allow the financial institution, after consummation of the
transaction, to increase the APR, the financial institution must furnish the consumer with
certain information on variable rates. Variable-rate disclosures are not applicable to rate
increases resulting from delinquency, default, assumption, acceleration, or transfer of the
collateral.

The following are some key transaction-specific variable-rate disclosure requirements:

e Disclosures for variable-rate loans must be given for the full term of the transaction and
must be based on the terms in effect at the time of consummation.
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e If the variable-rate transaction includes either a seller buy-down that is reflected in a
contract or a consumer buy-down, the disclosed APR should be a composite rate based
on the lower rate for the buy-down period and the rate that is the basis for the variable-
rate feature for the remainder of the term.

e If the initial rate is not determined by the index or formula used to make later interest rate
adjustments, as in a discounted variable-rate transaction, the disclosed APR must reflect a
composite rate based on the initial rate for as long as it is applied and, for the remainder
of the term, the rate that would have been applied using the index or formula at the time
of consummation (i.e., the fully indexed rate).

— If aloan contains a rate or payment cap that would prevent the initial rate or payment,
at the time of the adjustment, from changing to the fully indexed rate, the effect of
that rate or payment cap needs to be reflected in the disclosures.

— The index at consummatlon need not be used if the contract prOVIdes a delay in the

eriod).

rding to the index or formula used for later

of a date before consummation, disclosures should be
ugh the index may have changed by the

adjustments, but is set at glva
based on the initial interes
consummation date.

Finance Charge, Amount Financed, t Schedule, and APRs
Finance Charge—12 CFR 1026.18(d), Q
|

d for all loans. An
idedhin 12 CFR 1026.18(c)(2)
ost closed-end

The aggregate total amount of the finance charge m
itemization of the amount financed is required (except as
or (¢)(3)), unless the loan is subject to 12 CFR 1026.19(e
mortgage loans).

Amount Financed—12 CFR 1026.18(b) and 1026.38
Definition

The amount financed is the net amount of credit extended for the consumer’s use. It should
not be assumed that the amount financed under the regulation is equivalent to the note
amount, proceeds, or principal amount of the loan. The amount financed normally equals the
total of payments less the finance charge.

To calculate the amount financed, all amounts and charges connected with the transaction,
either paid separately or included in the note amount, must first be identified. Any prepaid,
precomputed, or other finance charge must then be determined.
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The amount financed must not include any finance charges. If finance charges have been
included in the obligation (either prepaid or precomputed), they must be subtracted from the
face amount of the obligation when determining the amount financed. The resulting value
must be reduced further by an amount equal to any prepaid finance charge paid separately.
The final resulting value is the amount financed.

When calculating the amount financed, finance charges (whether in the note amount or paid
separately) should not be subtracted more than once from the total amount of an obligation.
Charges not in the note amount and not included in the finance charge (e.g., an appraisal fee
paid separately in cash on a real estate loan) are not required to be disclosed under
Regulation Z and must not be included in the amount financed.

In a multiple advance construction loan, proceeds placed in a temporary escrow account and
awaiting disbursemeggin draws to the developer are not considered part of the amount
financed until act bursed. Thus, if the entire commitment amount is disbursed into the
lender’s escrow he,lender must not base disclosures on the assumption that all
funds were disburseai 1akely, even if the lender pays interest on the escrowed funds.

Example of CalculatinGyghe A Financed

A consumer signs a note secu perty in the amount of $5,435. The note amount

paid to a credit reporting agency forW credit rggort, and a $10 service charge. Additionally,
the consumer pays a $50 loan fee sepafatel at consummation. The consumer has no
other debt with the financial institution. The gfMog@int financed is $4,975.

The amount financed may be calculated by first all finance charges included in
the note amount ($5,435 — $400 — $10 = $5,025). T edit report fee is not a finance
charge because the loan is secured by real property. g
amount of prepaid finance charges paid separately, for a t financed of

obligation are considered prepaid or precomputed finance ch

The financial institution may treat the $10 service charge as an addition to the loan amount
and not as a prepaid finance charge. If it does, the loan principal would be $5,000. The
$5,000 loan principal does not include either the $400 or the $10 precomputed finance charge
in the note. The loan principal is increased by other amounts that are financed that are not
part of the finance charge (the $25 credit report fee) and reduced by any prepaid finance
charges (the $50 loan fee, not the $10 service charge) to arrive at the amount financed of
$5,000 + $25 — $50 = $4,975.

Conversely, the financial institution may treat the $10 service charge as a prepaid finance
charge. If it does, the loan principal would be $5,010. The $5,010 loan principal does not
include the $400 precomputed finance charge. The loan principal is increased by other
amounts that are financed that are not part of the finance charge (the $25 credit report fee)
and reduced by any prepaid finance charges (the $50 loan fee and the $10 service charge
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withheld from loan proceeds) to arrive at the same amount financed of
$5,010 + $25 — $50 — $10 = $4,975.

Payment Schedule—12 CFR 1026.18(g)

For transactions that are not subject to 12 CFR 1026.19(e) and (f), the disclosed payment
schedule must reflect all components of the finance charge. The schedule includes all
payments scheduled to repay loan principal, interest on the loan, and any other finance
charge payable by the consumer after consummation of the transaction.

Any finance charge paid separately before or at consummation (e.g., odd days’ interest) is
not part of the payment schedule. It is a prepaid finance charge that must be reflected as a
reduction in the value of the amount financed.

financed and fin@ geg(e.g., certain insurance premiums or real estate escrow amounts
such as taxes added
such amounts.

If the obligation is a renewabje babllooh payment instrument that unconditionally obligates the
financial institution to renew loan at the consumer’s option or to renew the

loan subject to conditions within th
disclosed using the longer term of t
disclosed with a variable-rate feature.

If there are no renewal conditions or if the finan
obligation in a refinancing, the payment schedu
payment term. The short-term loan must be disclos
variable-rate feature during the initial loan term.

APR (Closed-End Credit)—12 CFR 1026.22
Calculating the APR

The APR must be determined under one of the following:

e The actuarial method, which is defined by Regulation Z and explained in appendix J to
the regulation.

e The U.S. Rule, which is permitted by Regulation Z and briefly explained in appendix J to
the regulation. The U.S. Rule is an accrual method that seems to have first surfaced
officially in a U.S. Supreme Court case, Story v. Livingston, 38 U.S. 359 (1839).

Whichever method is used by the financial institution, the rate calculated will be accurate if it
is able to “amortize” the amount financed while it generates the finance charge under the
accrual method selected. Financial institutions also may rely on minor irregularities and
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accuracy tolerances in the regulation, both of which effectively permit somewhat imprecise,
but still legal, APRs to be disclosed.

Accuracy Tolerances

The disclosed APR on a closed-end transaction is accurate for the following:

e Regular transactions (which include any single advance transaction with equal payments
and equal payment periods, or an irregular first payment period and/or a first or last
irregular payment), if the disclosed APR is within one-eighth of 1 percentage point of the
APR calculated under Regulation Z (12 CFR 1026.22(a)(2)).

e lrregular transactions (which include multiple advance transactions and other transactions
not considered regular), if the disclosed APR is within one-quarter of 1 percentage point
of the APR calc d under Regulation Z (12 CFR 1026.22(a)(3)).

: , If the disclosed APR is within one-eighth of 1 percentage point
for regulart ansage one-quarter of 1 percentage point for irregular transactions, or

or 1026.38(0)(2), ble; or
= the disclosed finan
for purposes of rescissiofl underfl2 CFR 1026.23(g) or (h), whichever applies
(12 CFR 1026.22(a)(4)).
— The disclosed finance charge is ca ncorrectly but is considered accurate
under 12 CFR 1026.18(d)(1) or 10 s applicable, or 12 CFR 1026.23(g)
or (h), and either
= the finance charge is understated an
closer to the actual APR than the APR
12 CFR 1026.22(a)(5); or
= the disclosed finance charge is overstated and4fe
overstated but is closer to the actual APR than t
accurate under 12 CFR 1026.22(a)(5).

Sed APR is also understated but is
considered accurate under

For example, in an irregular transaction subject to a tolerance of one-fourth of 1 percentage
point, if the actual APR is 9 percent, and a $75 omission from the finance charge corresponds
to a rate of 8.50 percent that is considered accurate under 12 CFR 1026.22(a)(4), a disclosed
APR of 8.65 percent is considered accurate under 12 CFR 1026.22(a)(5). A disclosed APR
below 8.50 percent or above 9.25 percent would not be considered accurate.

Construction Loans

Construction and certain other multiple advance loans pose special problems in computing
the finance charge and APR. In many instances, the amount and dates of advances are not
predictable with certainty since they depend on the progress of the work. Regulation Z
provides that the APR and finance charge for such loans may be estimated for disclosure.
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At its option, the financial institution may rely on the representations of other parties to
acquire necessary information (for example, it might look to the consumer for the dates of
advances). In addition, if either the amounts or dates of advances are unknown (even if some
of them are known), the financial institution may, at its option, use appendix D to the
regulation to make calculations and disclosures. The finance charge and payment schedule
obtained through appendix D may be used with volume 1 of the BCFP’s APR tables or with
any other appropriate computation tool to determine the APR. If the financial institution
elects not to use appendix D, or if appendix D cannot be applied to a loan (e.g., appendix D
does not apply to a combined construction-permanent loan if the payments for the permanent
loan begin during the construction period), the financial institution must make its estimates
under 12 CFR 1026.17(c)(2) and calculate the APR using multiple advance formulas.

On loans involving a series of advances under an agreement to extend credit up to a certain
amount, a financial iggtitution may treat all of the advances as a single transaction or disclose

be provided bef dvance occurs, with the disclosures for the first advance provided
before consummatiofy.

ruction of a dwelling that may or will be permanently
financed by the same finanCiak inSiituion, the construction-permanent financing phases may

e Asasingle transaction, with onefdisclosuggfcombining both phases.

e As two separate transactions, with 0 % re for each phase.

e As more than two transactions, with ohe gfsclbsuge for each advance and one for the
permanent financing phase.

consumer may be allocated among the transactions inamy he financial institution
chooses, as long as the charges are not applied more tha \ ddlition, if the financial
institution chooses to give two sets of disclosures and the ¢
construction and permanent phases at the outset, both sets of
consumer initially, before consummation of each transaction oc

If the creditor requires interest reserves for construction loans, special appendix D rules apply
that can make the disclosure calculations quite complicated. The amount of interest reserves
included in the commitment amount must not be treated as a prepaid finance charge.

If the lender uses appendix D for construction-only loans with required interest reserves, the
lender must estimate construction interest using the interest reserve formula in appendix D.
The lender’s own interest reserve values must be completely disregarded for disclosure
purposes.

If the lender uses appendix D for combination construction-permanent loans, the calculations
can be much more complex. Appendix D is used to estimate the construction interest, which
is then measured against the lender’s contractual interest reserves.

Comptroller's Handbook 35 Truth in Lending Act



Version 2.0 Introduction>Subpart C—Closed-End Credit

If the interest reserve portion of the lender’s contractual commitment amount exceeds the
amount of construction interest estimated under appendix D, the excess value is considered
part of the amount financed if the lender has contracted to disburse those amounts whether or
not they ultimately are needed to pay for accrued construction interest. If the lender will not
disburse the excess amount if it is not needed to pay for accrued construction interest, the
excess amount must be ignored for disclosure purposes.

360-Day and 365-Day Years

Confusion often arises over whether to use the 360-day or 365-day year in computing
interest, particularly when the finance charge is computed by applying a daily rate to an
unpaid balance. Many single payment loans or loans payable on demand are in this category.
There are also loans in this category that call for periodic installment payments. Regulation Z
does not require the uge of one method of interest computation in preference to another
(although applical 3 law may). Regulation Z does permit financial institutions to
3 have different numbers of days when calculating and making

disclosures. This me@ns fj g2l institutions may base their disclosures on calculation tools

For example, a financial insti culate disclosures using a financial calculator
based on a 360-day year with 30-dayymonth8, when, in fact, it collects interest by applying a

factor of 1/365 of the annual interestiate r?al days.

Disclosure violations may occur when a ffhagérainstigution applies a daily interest factor
based on a 360-day year to the actual number of gfveen payments. In those situations,
the financial institution must disclose the highe g of We finance charge, the APR, and
the payment schedule resulting from this practice.

For example, a 12 percent simple interest rate divided by &60%ays tesults in a daily rate of
0.033333 percent. If no charges are imposed except interestand th¢"amount financed is the

same as the loan amount, applying the daily rate on a daily b -day year on a
$10,000 one-year, single payment, unsecured loan results in an ARR g#”12.17 percent
(0.033333% x 365 = 12.17%), and a finance charge of $1,216.67. There would be a violation
if the APR were disclosed as 12 percent or if the finance charge were disclosed as $1,200
(12% x $10,000).

If there are no other charges except interest, the application of a 360-day year daily rate over
365 days on a regular loan would not result in an APR in excess of the one-eighth of

1 percentage point APR tolerance unless the nominal interest rate is greater than 9 percent.
For irregular loans, with one-quarter of 1 percentage point APR tolerance, the nominal
interest rate would have to be greater than 18 percent to exceed the tolerance.

Note: Notwithstanding the APR tolerance, a creditor’s disclosures must reflect the terms of
the legal obligation between the parties (12 CFR 1026.17(c)(1)), and the APR must be
determined in accordance with either the actuarial method or the U.S. Rule method
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(12 CFR 1026.22(a)(1)). A creditor may not ignore, for disclosure purposes, the effects of
applying a 360-day year daily rate over 365 days (Comment 1026.17(c)(3)-1.ii).

Required Deposit—12 CFR 1026.18(r)

A required deposit, with certain exceptions, is one that the financial institution requires the
consumer to maintain as a condition of the specific credit transaction. It can include a
compensating balance or a deposit balance that secures the loan. The effect of a required
deposit is not reflected in the APR. Also, a required deposit is not a finance charge since it is
eventually released to the consumer. A deposit that earns at least 5 percent per year need not
be considered a required deposit.

Transactions With TILA-RESPA Integrated Disclosures—Generally

ave not been updated to reflect the KBYO final rule issued on
RESPA rule includes an optional compliance period, which
began on October 10Q js for transactions for which a creditor or mortgage broker

I I er 1, 2018. During this period, early compliance with the

On December 31, 2013, the B a final rule implementing sections 1098 and
1100A of Dodd-Frank, which directéd the BCFP to publish a single, integrated disclosure for
mortgage loan transactions that incl origage loan disclosure requirements under TILA

and sections 4 and 5 of RESPA. The ame

RESPA Integrated Disclosure Rule, are appli
which a creditor or mortgage broker receives an
result, Regulation Z now houses the integrated
requirements for most closed-end consumer mortga

n the final rule, referred to as the TILA-
vered closed-end mortgage loans for
on or after October 3, 2015. As a
g, and related disclosure

The integrated disclosures are not used to disclose infor
HELOCs, chattel-dwelling loans such as loans secured by
that is not attached to real property (i.e., land), or other transacti overed by the
TILA-RESPA Integrated Disclosure Rule. The final rule also docssa@®apply to loans made
by a creditor who makes five or fewer mortgages in a year. Creditors originating these types
of mortgages must continue to use, as applicable, the GFE, HUD-1, and TIL disclosures.

oUfgreverse mortgages,
e or by a dwelling

Most closed-end mortgage loans are exempt from the requirement to provide the GFE,
HUD-1, and servicing disclosure requirements of 12 CFR 1024.6, 1024.7, 1024.8, 1024.10,
and 1024.33(a). Instead, these loans are subject to disclosure, timing, and other requirements
under TILA and Regulation Z. Specifically, the aforementioned provisions do not apply to
the following federally related mortgage loans:

e Loans subject to the special disclosure (TILA-RESPA Integrated Disclosure)
requirements for certain closed-end consumer credit transactions secured by real property
set forth in 12 CFR 1026.19(e), (f), and (g).
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e Certain no-interest loans secured by subordinate liens made for the purpose of down
payment or similar home buyer assistance, property rehabilitation assistance, energy
efficiency assistance, or foreclosure avoidance or prevention (12 CFR 1026.3(h)).

Note: A creditor may not use TILA-RESPA Integrated Disclosure forms instead of the GFE,
HUD-1, and TIL forms for transactions that continue to be covered by TILA or RESPA and
require those disclosures (e.g., reverse mortgages).

See the “Disclosure Requirements” Quick Reference Guide in appendix D of this booklet for
a summary of the applicable disclosure requirements.

Creditors making closed-end consumer credit transactions secured by real property, and
subject to the provisions of 12 CFR 1026.19(e) and (f), must provide consumers with a Loan
Estimate under 12 CBR 1026.37, Closing Disclosure under 12 CFR 1026.38, the special
information book| 8guired by RESPA under 12 CFR 1026.19(g), and, as applicable for
ARM transactioffs, tf M booklet. The special information booklet is described in
further detail later i

Early Disclosures ate)—12 CFR 1026.19(e)

Section 1026.19(e) requires th rovide good faith estimates of the Loan Estimate
disclosures required by 12 CFR 1026.37 (se@ subpart E of Regulation Z for information on
the content, form, and format of the ®isclosurg)” The creditor generally must deliver or place
in the mail the Loan Estimate no later tha egfllisiness days after receiving the consumer’s
application, and no later than seven busin€ssglayg befgre consummation

(12 CFR 1026.19(e)(1)(i) and (iii)).

Generally, the creditor is responsible for ensuring
meet the rule’s content, delivery, and timing require
If a mortgage broker receives a consumer’s application, tié
Loan Estimate to the consumer on the creditor’s behalf. If
must comply with all requirements of 12 CFR 1026.19(e), as Wg ghthree-year record
retention requirements in 12 CFR 1026.25(c) (12 CFR 1026.19( . The creditor is
expected to maintain communication with mortgage brokers to ensure that the Loan Estimate
and its delivery satisfy the rule’s requirements, and that the creditor is legally responsible for
any errors or defects (12 CFR 1026.19(e)(1)(ii), Comment 19(e)(1)(ii) -1 and -2).

0a@ Estimate and its delivery
R 1026.19(e) and 1026.37).
broker may provide the
@ mortgage broker

Timing: Loan Estimate—Early Disclosures

The Loan Estimate must be delivered or placed in the mail to the consumer no later than the
third business day after the creditor or mortgage broker receives the consumer’s application
for a mortgage loan (12 CFR 1026.19(e)(1)(iii)(A)). If the Loan Estimate is not provided to
the consumer in person, the consumer is considered to have received the Loan Estimate three
business days after it is delivered or placed in the mail (this applies to electronic delivery as
well) (12 CFR 1026.19(e)(1)(iv), Comment 19(e)(1)(iv)-2). Other than for transactions
secured by a consumer’s interest in a time-share plan, the Loan Estimate must be delivered or

Comptroller's Handbook 38 Truth in Lending Act



Version 2.0 Introduction>Subpart C—Closed-End Credit

placed in the mail no later than the seventh business day before consummation
(12 CFR 1026.19(e)(1)(iii)(B) and (C)).

For purposes of the TILA-RESPA Integrated Disclosure Rule, an “application” is defined in
12 CFR 1026.2(a)(3)(ii). For transactions subject to 12 CFR 1026.19(e), (f), or (g), an
application consists of the submission of the following six pieces of information:

Consumer’s name

Consumer’s income

Consumer’s social security number (to obtain a credit report)
Property address

Estimate of the value of the property

Mortgage loan amount sought

abion is similar to the definition under Regulation X
at it does not include the seventh “catch-all” element of that
infgrmation deemed necessary by the loan originator.”

itten or electronic format, and includes a written

record of an oral application ent 2(a)(3)-1).

information it deems necessary in co Ith the request for the extension of credit.
Once a consumer has submitted?! the six pi information discussed above to the
creditor for purposes of obtaining an extensigh o it, the creditor has an application for

purposes of the requirement for delivery of the githgate to the consumer and must
abide by the three-business-day timing require ﬁ ent 2(a)(3)-1).

If the creditor determines, within the three-business-day p : the consumer’s
application will not or cannot be approved on the terms régues e consumer, or if the
consumer withdraws the application within that period, the Gggdi &8 not have to provide
the Loan Estimate. If the creditor does not provide the Loan Estf ill not have
complied with the Loan Estimate requirements if it later consumrmate€the transaction on the
terms originally applied for by the consumer. If a consumer amends an application and a
creditor determines the amended application may proceed, the creditor is required to comply
with the Loan Estimate requirements, including delivering or mailing a Loan Estimate within

three business days of receiving the amended or resubmitted application
(Comment 19(e)(1)(iii)-3).

This definition of application does n@t prevent a creditor from collecting whatever additional
tio
ce

A “business day” for purposes of providing the Loan Estimate is a day on which the
creditor’s offices are open to the public for carrying out substantially all of its business
functions (Comment 19(e)(1)(iii)-1, 12 CFR 1026.2(a)(6)).

2L When a consumer uses an online application system that allows the information to be saved, the application
must be submitted before the Loan Estimate timing requirements are triggered.
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Note: The term “business day” is defined differently for other purposes, including counting
days to ensure the consumer receives the Closing Disclosure on time (12 CFR 1026.2(a)(6),
1026.19(e)(1)(iii)(B) and (e)(1)(iv), and 1026.19(f)(2)(ii)(A) and (f)(2)(iii)). For these other
purposes, “business day” means all calendar days except Sundays and the legal public
holidays specified in 5 USC 6103(a) (12 CFR 1026.2(a)(6), Comment 2(a)(6)-2, and
Comments 19(e)(2)(iii)-1 and 19(f)(1)(ii)-1).

Creditors are required to act in good faith and exercise due diligence in obtaining information
necessary to complete the Loan Estimate (Comment 17(c)(2)(i)-1). Normally, creditors may
rely on the representations of other parties in obtaining information (Comment 17(c)(2)(i)-1).

Note: There may be some information that is not reasonably available to the creditor at the
time the Loan Estimate is made. In these instances, except as otherwise provided in

12 CFR 1026.19, 1026,37, and 1026.38, the creditor may use estimates even though it knows
that more precise j ation will be available by the point of consummation. New

dunder 12 CFR 1026.17(f) or 1026.19 (Comment 17(c)(2)(i)-1).

The consumer may modify*ogwalye the seven-business-day waiting period after receiving
the Loan Estimate if the constgerléle taes that the mortgage loan is needed to meet a

bona fide personal financial emergenc ed by the facts surrounding the
igaminent sale of the consumer’s home
at foreclosure, when the foreclosure sale wi gless loan proceeds are made
available to the consumer during the waiting pe AR 1026.19(e)(21)(v),

Comment 19(e)(1)(v)-1). To modify or waive the wig igd, the consumer must give the
creditor a dated written statement that describes the € ecifically modifies or
waives the waiting period, and is signed by all consumer ily liable on the legal
obligation (12 CFR 1026.19(e)(1)(Vv)). The creditor may n consumer with a
preprinted waiver form (12 CFR 1026.19(e)(1)(V)).

Good Faith Requirement and Tolerances

Creditors are responsible for ensuring that the figures stated in the Loan Estimate are made in
good faith and consistent with the best information reasonably available to the creditor at the
time they are disclosed (12 CFR 1026.19(e)(3), Comment 19(e)(3)(iii)-1 through -3).
Whether a Loan Estimate was made in good faith is determined by calculating the difference
between the estimated charges originally provided in the Loan Estimate and the actual
charges paid by or imposed on the consumer in the Closing Disclosure. Generally, if the
charge paid by or imposed on the consumer exceeds the amount originally disclosed on the
Loan Estimate, it is not in good faith. As long as the creditor’s estimate is consistent with the
best information reasonably available, and the creditor charges the consumer less than the
amount disclosed on the Loan Estimate, the Loan Estimate is considered to be in good faith
(12 CFR 1026.19(e)(3)(i)).

Comptroller's Handbook 40 Truth in Lending Act



Version 2.0 Introduction>Subpart C—Closed-End Credit

The general rule is that the estimated closing cost is in good faith if the charge does not
exceed the amount disclosed in the Loan Estimate. Unless there is an exception, the creditor
may not charge more than the amounts disclosed on the Loan Estimate

(12 CFR 1026.19(e)(3)(i)). In specific circumstances, a creditor may charge the consumer
more than the amount disclosed in the Loan Estimate, and the estimate may still be
considered to be in good faith. There are different tolerances when certain charges exceed the
amounts disclosed.

Zero Tolerance

For charges other than those that are specifically excepted, as noted below, creditors may not
charge consumers more than the amount disclosed on the Loan Estimate, other than for
changed circumstances that permit a revised Loan Estimate (12 CFR 1026.19(e)(3)(i) and
(iv)). The zero toler charges include but are not limited to the following:
e Fees for reqdire paid to the creditor, the mortgage broker, or an affiliate of
either (12 CFR 1826.
e Fees paid to an unafifilidted third party if the creditor did not permit the consumer to shop
for a third-party ser er&2 for a settlement service or transfer taxes
(12 CFR 1026.19(e)(3) omment 19(e)(3)(i)-1(iv)-(v)).

10 Percent Cumulative Tolerafice

Charges for third-party services and rec M
grouped together and are subject to a 10 percght
creditor may charge the consumer more than th
any of these charges as long as the total sum of
the sum of all such charges disclosed on the Loan E

(12 CFR 1026.19(e)(3)(ii)(A)). The tolerance appliest®

paid by or imposed on the consumer are
tive tolerance. This means the
upindisclosed on the Loan Estimate for

e Recording fees (Comment 19(e)(3)(ii)-4).
e Charges for required third-party services when
— the charge is not paid to the creditor or the creditor’s affi
(12 CFR 1026.19(e)(3)(ii)(B)) and
— the consumer is permitted by the creditor to shop for the third-party service, and the
consumer selects a third-party service provider on the creditor’s written list of service
providers (12 CFR 1026.19(e)(3)(ii)(C), 12 CFR 1026.19(e)(1)(vi), and
Comment 19(e)(1)(vi)-1 through 7)).

22 For more guidance on third-party relationships, refer to OCC Bulletin 2013-29, “Third-Party Relationships:
Risk Management Guidance,” OCC Bulletin 2017-21, “Third-Party Relationships: Frequently Asked Questions
to Supplement OCC Bulletin 2013-29,” and OCC Bulletin 2017-7, “Supplemental Examination Procedures for
Third-Party Relationships.”
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Variances Permitted Without Tolerance Limits

Creditors may charge consumers more than the amount disclosed on the Loan Estimate
without any tolerance limitation for certain costs or terms, but only if the original estimated
charge, or lack of an estimated charge for a particular service, was based on the best
information reasonably available to the creditor at the time the disclosure was provided

(12 CFR 1026.19(e)(3)(iii)). These variances apply to the following:

e Prepaid interest; property insurance premiums; and amounts placed into an escrow,
impound, reserve, or similar account and that may be paid to the creditor or its affiliates
(12 CFR 1026.19(e)(3)(iii)(A)-(C)).

e Charges paid to unaffiliated third-party service providers for services required by the
creditor if the creditor permits the consumer to shop and the consumer selects a third-
party service proyiger not on the creditor’s written list of service providers

8)(ii1)(D)).

service providers for services not required by the creditor

he creditor) (12 CFR 1026.19(e)(3)(iii)(E)).

e Charges paid
(may be paid to ;

sumer May Shop

In addition to the Loan Estimate, mer is permitted to shop for a settlement

service, the creditor, no later than thiiee busijess days after receiving the application, must
provide the consumer with a writtenNist of segffces for which the consumer can shop. This
list must

o identify at least one available settlement ser er for each service, and
e state that the consumer may choose a differeft |
(12 CFR 1026.19(e)(3)(ii)(C) and (e)(1)(vi)(C)

Note: When a creditor allows a consumer to shop for a thiid-pagty sg
chooses a service provider not identified on the creditor’s li
tolerance limitation.

Refunds Within 60 Days of Consummation

If the amounts paid by the consumer at closing exceed the amounts disclosed on the Loan
Estimate beyond the applicable tolerance threshold, the creditor must refund the excess to the
consumer no later than 60 calendar days after consummation (12 CFR 1026.19(f)(2)(v)).

e For charges subject to zero tolerance, any amount charged beyond the amount disclosed
on the Loan Estimate must be refunded to the consumer (12 CFR 1026.19(e)(3)(i)).

e For charges subject to a 10 percent cumulative tolerance, to the extent the total sum of the
charges added together exceeds the sum of all such charges disclosed on the Loan
Estimate by more than 10 percent, the difference must be refunded to the consumer
(12 CFR 1026.19(e)(3)(ii)).
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Loan Estimate: Revisions and Corrections

Creditors generally are bound by the original Loan Estimate and must determine the
estimate’s good faith by calculating the difference between the estimated charges originally
provided and the actual charges paid by the consumer. For purposes of determining whether
the estimates are in good faith, the creditor may use a revised estimate of a charge instead of
the amount originally disclosed if the revision is due to one of the reasons set out in specific
circumstances in 12 CFR 1026.19(e)(3)(iv)(A) through (F). Specific changed circumstances
are the following.

Increased Settlement Charges

Creditors may issue a revised estimate to determine good faith when a changed circumstance
occurs after the Loanggstimate is provided to the consumer that causes estimated settlement
charges to increasgftnor&than is permitted under the TILA-RESPA Integrated Disclosure
Rule (12 CFR 1026.28)(3){iv)(A)). A creditor may provide and use a revised Loan
Estimate re-disclosi ent charge and compare that revised estimate to the amount
imposed on the consu urposes of determining good faith if changed circumstances
cause the estimated chargg to in or, in the case of charges subject to the 10 percent
cumulative tolerance under’1g CRR 1026.19(e)(3)(ii), cause the sum of those charges to
increase by more than the 10 pgrcent ce (12 CFR 1026.19(e)(3)(iv)(A), Comment
19(e)(3)(iv)(A)-1). Examples of C ed cifgumstances affecting settlement costs include the

following (Comment 19(e)(3)(iv)(A%2): /
e A natural disaster damages the prope t
e A creditor’s estimate of title insurance is no

of business.
e New information not relied on when the Loan E g

jse results in additional closing costs.
id because the title insurer goes out

rovided is discovered, such

as a neighbor of the seller files a claim contesting ertfyboundary.
Change in Consumer Eligibility
Creditors may issue a revised estimate to determine good faith anged circumstance

occurs after the Loan Estimate is provided to the consumer that affects the consumer’s
eligibility for the terms for which the consumer applied or the value of the security for the
loan (12 CFR 1026.19(e)(3)(iv)(B)).

Note: Changed circumstances permitting a revised Loan Estimate under
12 CFR 1026.19(e)(3)(iv)(A) and (B) include the following:

e An extraordinary event beyond the control of any interested party or other unexpected
event specific to the consumer or transaction (12 CFR 1026.19(e)(3)(iv)(A)(1)).

e Information specific to the consumer or transaction that the creditor relied on when
providing the original Loan Estimate and that was inaccurate or changed after the
disclosures were provided (12 CFR 1026.19(e)(3)(iv)(A)(2)).
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e New information specific to the consumer or transaction that the creditor did not rely on
when providing the original Loan Estimate (12 CFR 1026.19(e)(3)(iv)(A)(3)).

Change in Eligibility

A creditor also may provide and use a revised Loan Estimate to determine good faith if a
changed circumstance affected the consumer’s creditworthiness or the value of the security
for the loan and resulted in the consumer being ineligible for an estimated loan term
previously disclosed (12 CFR 1026.19(e)(3)(iv)(B), Comment 19(e)(3)(iv)(B)-1). This may
occur when a changed circumstance causes a change in the consumer’s eligibility for specific
loan terms disclosed on the Loan Estimate, which in turn results in increased cost for a
settlement service beyond the applicable tolerance threshold (Comment 19(e)(3)(iv)(A)-2).
The following are examples of such circumstances:

becomes unemploye

Revisions Requested by

credit terms or the settlement that cause ed charge to increase. For example, a
consumer grants a power of attorney authori ily member to consummate the
transaction on the consumer’s behalf, and the cr ides revised disclosures reflecting
the fee to record the power of attorney (CommeRt'1 Vv)(C)-1).

A revised loan estimate may also be ueyv the consumer requests revisions to the
Sti

Rate Locks After Initial Loan Estimate

as provided and,

upon being locked at some later time, points or lender credits Tq tgage loan change,
the creditor is required to provide a revised Loan Estimate no laté three business days
after the interest rate is locked and may use the revised Loan Estimate to compare to points
and lender credits charged. The revised Loan Estimate must reflect the revised interest rate as
well as any revisions to the points disclosed on the Loan Estimate pursuant to

12 CFR 1026.37()(1), lender credits, and any other interest rate dependent charges and terms
that have changed due to the new interest rate (12 CFR 1026.19(e)(3)(iv)(D),

Comment 19(e)(3)(iv)(D)-1).

If the interest rate for the loan was not locked when the Loaw,Estig |B
U

Expiration of Loan Estimate

If the consumer indicates an intent to proceed with the transaction more than 10 business
days after the Loan Estimate was delivered or placed in the mail to the consumer, a creditor
may use a revised Loan Estimate (12 CFR 1026.19(e)(3)(iv)(E),
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Comment 19(e)(3)(iv)(E)-1). No justification is required for the change to the original
estimate of a charge other than the lapse of 10 business days.

Construction Loans

Creditors also may use a revised Loan Estimate to determine good faith when the transaction
involves financing of new construction and the creditor reasonably expects that settlement
will occur more than 60 calendar days after the original Loan Estimate has been provided
(12 CFR 1026.19(e)(3)(iv)(F)). Creditors may use revised Loan Estimates in this
circumstance only when the original Loan Estimate clearly and conspicuously stated that at
any time prior to 60 days before consummation, the creditor may issue revised disclosures
(Comment 19(e)(3)(iv)(F)-1).

Note: 12 CFR 1026.
underestimations @
Loan Estimates.

8(e)(3) does not include technical errors, miscalculations, or
ges as reasons for which creditors are permitted to provide revised

See the “Good Faith A losing Costs Increase Limits” Quick Reference Guide in

Timing: Loan Estimate—Revised fDisclosfires

The general rule is that the creditor m %
Estimate to the consumer no later than thfee i
sufficient to establish that one of the reasons for
(12 CFR 1026.19(e)(4)(i), Comment 19(e)(4)(i)

place in the mail the revised Loan
ss glays after receiving the information
evasion has occurred

The creditor may not provide a revised Loan Estima e date the creditor
provides the consumer with the Closing Disclosure (12 6.19(e)(4)(ii),

a revised Loan Estimate no later than four business days before
(12 CFR 1026.19(e)(4)(ii), Comment 19(e)(4)(ii)-1).

Note: Generally a creditor is required to provide a revised Loan Estimate within three
business days of receiving information sufficient to establish the changed circumstance or
other triggering event (or in the case of a rate lock, the next business day). In some
circumstances, the creditor may already have provided a Closing Disclosure and thus be
unable to provide a revised Loan Estimate. If there are fewer than four business days between
the date the creditor would be required to provide a revised disclosure and consummation,
however, creditors may provide consumers with a Closing Disclosure reflecting any revised
charges resulting from the changed circumstance and rely on those figures (rather than the
amounts disclosed on the Loan Estimate) for purposes of determining good faith and the
applicable tolerance. Comment 19(e)(4)(ii)-1 provides illustrative examples.
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Predisclosure Activity—12 CFR 1026.19(e)(2)(i)(A))

A creditor or other person generally may not impose any fee on a consumer in connection
with the consumer’s application for a mortgage transaction until the consumer has received
the Loan Estimate and has indicated intent to proceed with the transaction

(12 CFR 1026.19(e)(2)(i)(A)). This restriction includes limits on imposing

application fees.

appraisal fees.

underwriting fees.

other fees imposed on the consumer.

The only exception to this exclusion is for a bona fide and reasonable fee for obtaining a
consumer’s credit r (12 CFR 1026.19(e)(2)(i)(B), Comment 19(e)(2)(i)(A)-1 through -5,
and Comment 19 B)-1).

Documentation@f 1gf€nt¥g Proceed
To satisfy the record reteRgion reguifements of 12 CFR 1026.25, the creditor must document

the consumer’s communicatigh oRghe¥intent to proceed (12 CFR 1026.19(e)(2)(i)(A)).

A consumer indicates intent to the transaction when the consumer
communicates, in any manner, that fhie consmer chooses to proceed after the Loan Estimate
has been delivered, unless a particul nn ommunication is required by the creditor
(12 CFR 1026.19(e)(2)(i)(A)). This com c

may include
e oral communication in person immediately dgtwery of the Loan Estimate, or
e oral communication over the phone, written €0 w ion via email, or signing a pre-

printed form after receipt of the Loan Estimate.

A consumer’s silence is not indicative of intent to procee@i{Comgmepi19(e)(2)(i)(A)-2).
Written Information for Consumers Before the Loan Estim@ pvided

Pursuant to 12 CFR 1026.19(e)(2)(ii), a creditor or other person may provide a consumer
with estimated terms or costs before the consumer receives the Loan Estimate, if the person
providing these estimates clearly and conspicuously states at the top of the front of the first
page of the written estimate, in font size no smaller than 12-point, “Your actual rate,
payment, and costs could be higher. Get an official Loan Estimate before choosing the loan”
(12 CFR 1026.19(e)(2)(ii), Comment 19(e)(2)(ii)-1). In addition, the written estimate may
not have headings, content, and format substantially similar to the Loan Estimate or the
Closing Disclosure (12 CFR 1026.19(e)(2)(ii), Comment 19(e)(2)(ii)-1).

The BCFP has provided a model of the required statement in Form H-26 of appendix H to
Regulation Z.
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Verification of Information Before the Loan Estimate Is Provided

A creditor or other person shall not require that a consumer submit documents verifying
information related to the consumer’s mortgage loan application as a condition for the
creditor providing the Loan Estimate (12 CFR 1026.19(e)(2)(iii), Comment 19(e)(2)(iii)-1).

Final Disclosures (Closing Disclosure)—12 CFR 1026.19(f)

For loans that require a Loan Estimate (i.e., most closed-end mortgage loans secured by real
property) and that proceed to closing, creditors must provide a Closing Disclosure reflecting
the actual terms of the transaction. The form integrates and replaces the HUD-1 and the final
TIL disclosure for these transactions. The creditor is generally required to ensure that the
consumer receives the Closing Disclosure no later than three business days before
consummation of theggan (12 CFR 1026.19(f)(1) and (2)).

Note: If the credftor the disclosure six business days before consummation, it can
assume that it was rg€eiv business days after sending (12 CFR 1026.19(f)(1)(iii),
Comment 19(f)(1)(iir)

e The Closing Disclosure g@nerally¥must contain the actual terms and costs of the
transaction (12 CFR 1026. “¢reditors may estimate disclosures using the best
information reasonably availablgfwhen te actual term or cost is not reasonably available

to the creditor at the time the dis@osure isgfade. Creditors must act in good faith,
gn information. The creditor normally may

however, and use due diligence in 0
rely on the representations of other partiegfin @btaiging the information, including, for
example, the settlement agent. The creditor i
containing the actual terms of the transactio
(Comment 19(f)(1)(i)-1).

e The Closing Disclosure must be in writing and cofta
12 CFR 1026.38. The creditor must disclose only the
12 CFR 1026.38(a) through (s), as shown in the BCFP )
(12 CFR 1026.38(t)).

e If the actual terms or costs of the transaction change before c0O
must provide a corrected disclosure that contains the actual terms of the transaction and
complies with the other requirements of 12 CFR 1026.19(f), including the timing
requirements, and requirements for providing corrected disclosures due to subsequent
changes (Comment 19(f)(1)(i)-1).

e If the creditor provides a corrected disclosure, it must provide the consumer with an
additional three-business-day waiting period before consummation if the APR becomes
inaccurate, the loan product changes, or a prepayment penalty is added to the transaction
(12 CFR 1026.19(f)(2)(ii)).

wéd to provide corrected disclosures

Consummation occurs when the consumer becomes contractually obligated to the creditor on
the loan, not, for example, when the consumer becomes contractually obligated to a seller on
a real estate transaction. The time when a consumer becomes contractually obligated to the
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creditor on the loan depends on applicable state law (12 CFR 1026.2(a)(13) and
Comment 2(a)(13)-1).

Timing and Delivery—Closing Disclosure

Generally, the creditor is responsible for ensuring that the consumer receives the Closing
Disclosure form no later than three business days before consummation

(12 CFR 1026.19(F)(1)(ii)(A), Comment 19(f)(1)(v)-3). The creditor also is responsible for
ensuring that the Closing Disclosure meets the content, delivery, and timing requirements
(12 CFR 1026.19(f) and 1026.38). For time-share transactions, the creditor must ensure that
the consumer receives the Closing Disclosure no later than consummation

(12 CFR 1026.19(f)(1)(ii)(B)).

If the Closing Disclq
the day it is provi
have received th€C
mail (12 CFR 1026.

e is provided in person, it is considered received by the consumer on
it is mailed or delivered electronically, the consumer is considered to
Disclosure three business days after it is delivered or placed in the
Comment 19(f)(1)(ii)-2).

If the creditor has evidefge that nsumer received the Closing Disclosure earlier than
three business days after it iled or delivered, the creditor may rely on that evidence
and consider the Closing Dis t ceived on that date (Comments 19(f)(1)(iii)-1

and -2).

Multiple Consumers /

In transactions that are not rescindable, the Closj
consumer with primary liability on the obligati R
transactions, the creditor must provide the Closing®

requirements for each consumer who has the right to fese

Isghosure may be provided to any

026.17(d)). In rescindable

e separately and meet the timing
TILA (12 CFR 1026.23).

Settlement Agents

A creditor may contract with a settlement agent to have the settl ent provide the
Closing Disclosure to consumers on the creditor’s behalf, provided that the settlement agent
complies with all relevant requirements of 12 CFR 1026.19(f) (12 CFR 1026.19(f)(1)(v)).
Creditors and settlement agents also may agree to divide responsibility with regard to
completing the Closing Disclosure, with the settlement agent assuming responsibility to
complete some or all of the Closing Disclosure (Comment 19(f)(1)(v)-4). Any such creditor
must maintain communication with the settlement agent to ensure that the Closing Disclosure
and its delivery satisfy the requirements described above, and the creditor is legally
responsible for any errors or defects (12 CFR 1026.19(f)(1)(v), Comment 19(f)(1)(v)-3). In
transactions involving a seller, the settlement agent is required to provide the seller with the
Closing Disclosure reflecting the actual terms of the seller’s transaction no later than the day
of consummation (12 CFR 1026.19(f)(4)(i) and (ii)).
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Note: “Business day” has a different meaning for purposes of providing the Closing
Disclosure than for purposes of providing the Loan Estimate after receiving a consumer’s
application. For purposes of providing the Closing Disclosure, the term “business day”
means all calendar days except Sundays and the legal public holidays specified in

5 USC 6103(a) (12 CFR 1026.2(a)(6), and 1026.19(f)(1)(ii)(A) and (f)(1)(iii)).

Three-Business-Day Waiting Period

The loan may not be consummated in fewer than three business days after the Closing
Disclosure is received by the consumer. If a settlement is scheduled during the waiting
period, the creditor generally must postpone settlement, unless the consumer determines that
the extension of credit is necessary to meet a bona fide personal financial emergency and
waives the waiting period. The written waiver describes the emergency, specifically modifies
or waives the waitingggeriod, and bears the signature of all consumers who are primarily
liable on the legal asion. Pre-printed forms for this purpose are prohibited

(12 CFR 1026.149(f) )

Average Charges

In general, the amount imp th@ consumer for any settlement service must not exceed
the amount the settlement servige grow ctually received for that service. An average
charge may be imposed instead of th€¢ actuallamount received for a particular service, as long
as the average charge satisfies the f owinyditions (12 CFR 1026.19(f)(3)(i)-(i1),

Comment 19(f)(3)(i)-1):

e The average charge is no more than the aver
behalf of all consumers and sellers for a cla

e The creditor or settlement service provider def
appropriate period of time, geographic area, and (Y

e The creditor or settlement service provider uses the safe
transaction within the defined class.

e The creditor or settlement service provider does not use an @
— for any type of insurance;
— for any charge based on the loan amount or property value; or
— if doing so is otherwise prohibited by law.

t paid for that service by or on

gtions.

ass,of transactions based on an
any

Closing Disclosures—Revisions and Corrections (12 CFR 1026.19(f)(2))

Creditors must re-disclose terms or costs on the Closing Disclosure if certain changes occur
to the transaction after the Closing Disclosure was first provided that cause the disclosures to
become inaccurate. There are three categories of changes that require a corrected Closing
Disclosure containing all changed terms (12 CFR 1026.19(f)(2)):

e Changes that occur before consummation that require a new three-business-day waiting
period (12 CFR 1026.19(f)(2)(ii))
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e Changes that occur before consummation and do not require a new three-business-day
waiting period (12 CFR 1026.19(f)(2)(i))
e Changes that occur after consummation (12 CFR 1026.19(f)(2)(iii))

Changes Before Consummation Requiring New Waiting Period

If one of the following occurs after delivery of the Closing Disclosure and before
consummation, the creditor must provide a corrected Closing Disclosure containing all
changed terms and ensure that the consumer receives it no later than three business days
before consummation (12 CFR 1026.19(f)(2)(ii), Comment 19(f)(2)(ii)-1).

e The disclosed APR becomes inaccurate. If the APR previously disclosed becomes
inaccurate, the creditor must provide a corrected Closing Disclosure with the corrected
APR disclosure all other terms that have changed. The APR’s accuracy is determined
according to 026.22 (12 CFR 1026.19(fH)(2)(ii)(A)).

e The loan pr If the loan product is changed, causing the product description
disclosed to bec te, the creditor must provide a corrected Closing Disclosure

e A prepayment penalty is alde® IT"a prepayment penalty is added to the transaction, the
creditor must provide a co Disclosure with the prepayment penalty
provision disclosed and all otheterms tat have changed (12 CFR 1026.19(f)(2)(ii)(C)).

The consumer may waive this period if th er is facing a bona fide personal financial

emergency (12 CFR 1026.19(f)(1)(iv)).

Changes Before Consummation Not Req
Right to Inspect

aiting Period; Consumer’s

g three categories above
A0t penalty), the

For any other changes before consummation that do not u
(i.e., related to the APR, the loan product, or the addition o
creditor still must provide a corrected Closing Disclosure with & or costs that have
changed and ensure that the consumer receives it. For these change ere is no additional
three-business-day waiting period required. The creditor must ensure only that the consumer
receives the revised Closing Disclosure at or before consummation (12 CFR 1026.19(f)(2)(i),
Comment 19(f)(2)(i)-1 through -2).

repe

A consumer has the right to inspect the Closing Disclosure during the business day before
consummation (12 CFR 1026.19(f)(2)(i)). If a consumer asks to inspect the Closing
Disclosure the business day before consummation, the Closing Disclosure presented to the
consumer must reflect any adjustments to the costs or terms that are known to the creditor at
the time the consumer inspects it (12 CFR 1026.19(f)(2)(i)).

A creditor may satisfy the obligation to provide the Closing Disclosure by ensuring that a
settlement agent that provides a consumer with the disclosures complies with the
requirements of 12 CFR 1026.19(f) (12 CFR 1026.19(f)(1)(v), Comment 19(f)(2)(i)-2).
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Changes Due to Events Occurring After Consummation

Creditors must provide a corrected Closing Disclosure if an event in connection with the
settlement occurs during the 30-calendar-day period after consummation that causes the
Closing Disclosure to become inaccurate and results in a change to an amount paid by the
consumer from what was previously disclosed (12 CFR 1026.19(f)(2)(iii),

Comment 19(f)(2)(iii)-1).

When a post-consummation event requires a corrected Closing Disclosure, the creditor must
deliver or place in the mail a corrected Closing Disclosure not later than 30 calendar days
after receiving information sufficient to establish that such an event has occurred

(12 CFR 1026.19(F)(2)(iii), Comment 19(f)(2)(iii)-1). In transactions involving a seller, the
settlement agent must provide the seller with a revised Closing Disclosure if an event occurs
within 30 days of coggummation that makes the disclosures inaccurate as they relate to the
amount actually p; e seller. The settlement agent must deliver or mail a corrected
Closing Disclos#fe an 30 days from receiving information that establishes that the
Closing Disclosure igina
seller from what was lytisclosed (12 CFR 1026.19()(4)(ii)).

Changes Due to CleriCa

isclosure to correct non-numerical clerical

rco mation (12 CFR 1026.19(f)(2)(iv)). An

W losure and does not affect the timing,
6.19(e) or (f)

The creditor must provide a revised
errors no later than 60 calendar daysegfte
error is clerical if it does not affecta n
delivery, or other requirements imposed
(Comment 19(f)(2)(iv)-1).

Refunds Related to the Good Faith Analysi

The creditor can cure a tolerance violation of 12 CFR 1026
refund to the consumer and delivering or placing in the ma
that reflects the refund no later than 60 calendar days after co
(12 CFR 1026.19(f)(2)(Vv)).

1) or (ii) by providing a
geted Closing Disclosure

See the “Closing Disclosure Re-Disclosure Triggers” Quick Reference Guide in appendix F
of this booklet for a summary of the Closing Disclosure revision and correction requirements.

Special Information Booklet—12 CFR 1026.19(Q)

Creditors generally must provide a copy of the BCFP’s “Your Home Loan Toolkit: A Step-
by-Step Guide” (otherwise known as the special information booklet) to consumers who
apply for a consumer credit transaction secured by real property. For loans using the Loan
Estimate and Closing Disclosure forms, creditors provide the “Your Home Loan Toolkit: A
Step-by-Step Guide,” which the BCFP designed to replace the “Shopping for Your Home
Loan: Settlement Cost Booklet” as the special information booklet. This requirement is not
limited to closed-end transactions and applies to most consumer credit transactions secured
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by real property, except in a few circumstances (see below). The special information booklet
is required pursuant to Regulation Z (12 CFR 1026.19(g)(1) as well as section 5 of RESPA
(12 USC 2604) and 12 CFR 1024.6 of Regulation X. The booklet is published by the BCFP
to help consumers applying for federally related mortgage loans understand the nature and
cost of real estate settlement services.

If the consumer is applying for a HELOC subject to 12 CFR 1026.40, the creditor (or
mortgage broker) can provide a copy of the brochure titled “When Your Home Is on the
Line: What You Should Know About Home Equity Lines of Credit” instead of the special
information booklet (12 CFR 1026.19(g)(1)(ii)).

The creditor need not provide the special information booklet if the consumer is applying for
a consumer credit transaction that is secured by real property and that does not have the
purpose of purchasingsa one-to-four-family residential property, such as a refinancing, a
closed-end loan sg a subordinate lien, or a reverse mortgage

(12 CFR 1026.19(0)(]

N’

Creditors must deliver g@F place 1 the mail the special information booklet not later than three
business days after recefgng the mer’s loan application (12 CFR 1026.19(g)(1)(i)).

If the creditor denies the consBige igation or if the consumer withdraws the application
before the end of the three-business#lay peripd, the creditor need not provide the special

information booklet (12 CFR 1026. g)(l%omment 19(9)(1)(i)-3).
I

When two or more persons apply togethefto n, the creditor may provide a copy of the
special information booklet to just one of thém et 19(9)(1)-2).

Creditors generally are required to use the booklets design S@EP and may make
only limited changes to the special information booklet (12 )(9)(2)). The BCFP
may issue revised or alternative versions of the special informatieg bggklet from time to
time. Creditors should monitor the Federal Register for notice of revisions (Comment

19(9)(1)-1).
Loans Receiving Non-TILA—RESPA Integrated Disclosures—Generally

Creditors making closed-end loans to consumers not subject to the TILA-RESPA Integrated
Disclosure Rule (i.e., other than loans in which 12 CFR 1026.19(e) and (f) require the Loan

Estimate and the Closing Disclosure) must provide the consumer with the TIL disclosure, as
outlined in 12 CFR 1026.17 and 1026.18. Creditors engaged in specified housing assistance
programs for low- and moderate-income consumers also must provide their consumers with

the TIL disclosure (12 CFR 1026.3(h)).

Comptroller's Handbook 52 Truth in Lending Act



Version 2.0 Introduction>Subpart C—Closed-End Credit

TIL Disclosure

The TIL disclosure provided for these loans includes a payment schedule

(12 CFR 1026.18(g)). The disclosed payment schedule must reflect all components of the
finance charge. It includes all payments scheduled to repay loan principal, interest on the
loan, and any other finance charge payable by the consumer after consummation of the
transaction.

Any finance charge paid separately before or at consummation (e.g., odd days’ interest) is
not part of the payment schedule. It is a prepaid finance charge that must be reflected as a
reduction in the value of the amount financed.

At the creditor’s option, the payment schedule may include amounts beyond the amount
financed and financegharge (e.g., certain insurance premiums or real estate escrow amounts
such as taxes addeg ments). When calculating the APR, the creditor must disregard
such amounts.

If the obligationisar e balloon payment instrument that unconditionally obligates the
financial institution to rékgw the -term loan at the consumer’s option or to renew the
loan subject to conditions Witlin e éonsumer’s control, the payment schedule must be
disclosed using the longer ter al period or periods. The long-term loan must be

disclosed with a variable-rate featur,

If there are no renewal conditions or i %
obligation in a refinancing, the payment s

payment term. The short-term loan must be disc
variable-rate feature during the initial loan term!

| institution guarantees to renew the
us$ be disclosed using the shorter balloon
fixed-rate loan, unless it contains a

Variable and Adjustable Rate Transactions; 1 10826.18(f)
and 1026.20(c) and (d)

Closed-End Transactions, Generally

If the terms of the legal obligation allow the financial institution, after consummation of the
transaction, to increase the APR, the financial institution must furnish the consumer with
certain information on variable rates. In addition, variable-rate disclosures are not applicable
to rate increases resulting from delinquency, default, assumption, acceleration, or transfer of
the collateral.

The following are some key transaction-specific variable-rate disclosure requirements:

e Disclosures for variable-rate loans must be given for the full term of the transaction and
must be based on the terms in effect at the time of consummation.

e |f the variable-rate transaction includes either a seller buy-down that is reflected in a
contract or a consumer buy-down, the disclosed APR should be a composite rate based
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on the lower rate for the buy-down period and the rate that is the basis for the variable-

rate feature for the remainder of the term.

e If the initial rate is not determined by the index or formula used to make later interest rate
adjustments, as in a discounted variable-rate transaction, the disclosed APR must reflect a
composite rate based on the initial rate for as long as it is applied and, for the remainder
of the term, the rate that would have been applied using the index or formula at the time
of consummation (i.e., the fully indexed rate).

— If aloan contains a rate or payment cap that would prevent the initial rate or payment,
at the time of the adjustment, from changing to the fully indexed rate, the effect of
that rate or payment cap must be reflected in the disclosures.

— The index at consummation need not be used if the contract provides a delay in the
implementation of changes in an index value (e.g., the contract indicates that future
rate changes are based on the index value in effect for some specified period, such as

adjustments but is as of a date before consummation, disclosures should be
based on the initial irttgrest rate, 8yen though the index may have changed by the
consummation date.

Adjustable Rate Mortgage closlres

Disclosure of Post-Consummation Ever%

Mortgages—12 CFR 1026.20(d)

| Rate Change for Adjustable Rate

s creditors) of ARMs, secured
n one year, are generally

Creditors, assignees, or servicers? (referred to
by the consumer’s principal dwelling and with ter
required to provide consumers with certain informatio
change.?* This information must be provided in a disclos
ays before the first
due within the first
disclosure at

payment at the adjusted rate is due. If the first payment at a nev
210 days after consummation, the creditor must provide the rate
consummation.

Disclosures required under this section must provide consumers with information related to
the timing and nature of the rate change. If the new rate pursuant to the change disclosed is
not known and the creditor provides an estimate, the rate must be identified as an estimate. If
the creditor is using an estimate, it must be based on the index within 15 business days before

23 Creditors, assignees, and servicers are all subject to the requirements of 12 CFR 1026.20(d). Creditors,
assignees, and servicers may decide among themselves which of them will provide the required disclosures.
Establishing a business relationship where one party agrees to provide disclosures on behalf of the other parties
does not absolve all other parties from their legal obligations.

24 Refer to 12 CFR 1026.20(d)(1)(ii) (relating to exemptions to this disclosure requirement).
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the date of the disclosure. The calculation is made using the index reported in the source of
information that the creditor uses in the explanation of how the interest rate is determined.

Disclosures required under 12 CFR 1026.20(d) must also include the following:

e The date of the disclosure.
e A statement
— explaining that the time period that the current rate has been in effect is ending, that
the current rate is expiring, and that a change in the rate may result in a change in the
required payment.
— providing the effective date of the change and a schedule of any future changes.
— describing any other changes to the loan terms, features, or options taking effect on
the same date (including expiration of interest-only or payment-option features).
e Atable containi e current and new interest rates; the current and new payments,
ew payment is due; and, for interest-only or negative amortization
rrent and new payment allocated to principal, interest, and

loans, the amoun
escrow (if appli

Note: The new paymagt allo@atiog disclosed is the expected payment allocation for the
first payment for which thg neWy irterest rate will apply.

explanation of the index or form determine the new rate and the margin.
e Any limitations on the interest rate or increase for each scheduled increase and
over the life of the loan. Creditors must e a statement regarding the extent to

e An explanation of how the intergst ra?termined, including (among other things) an
ed

est rate adjustments.
e An explanation of how the new payment is detefgined? i ing an explanation of the

balance on the date of the rate adjustment, and the re
the term caused by the rate change.

e |f the creditor is using an estimated rate or payment, a state
interest rate and new payment will be provided to the consume
months before the first payment at the new rate.

e For negative amortization loans, a statement from creditors indicating that the new
payment will not be allocated to pay loan principal and will not reduce the balance of the
loan; instead, the payment will only apply to part of the interest, thereby increasing the
amount of principal.

e A statement indicating the circumstances under which any prepayment penalty may be
imposed and the time period during which it may be imposed, and a statement that the
consumer may contact the servicer for additional information, including the maximum
amount of the penalty that may be charged to the consumer.

e The telephone number of the creditor, assignee, or servicer for use if the consumer
anticipates that he or she may not be able to make the new payments.

ctween two and four
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e A statement providing specified alternatives (which include refinancing, selling the
property, loan modification, and forbearance) available if the consumer anticipates not
being able to make the new payment.

e A website address for either the BCFP’s or the U.S. Department of Housing and Urban
Development’s (HUD) list of homeownership counselors and counseling organizations,
the HUD toll-free telephone number to access the HUD list of homeownership counselors
and counseling organizations, and the BCFP’s website address for state housing finance
authorities’ contact information.

For more information pertaining to the required format of the disclosures required under
12 CFR 1026.20(d), please see 12 CFR 1026.20(d)(3) and the model and sample forms
H-4(D)(3) and (4) in appendix H to Regulation Z.

Disclosure of Post-
Changes—12 CEF

dpsummation Events: Rate Adjustments Resulting in Payment
20(c)

Creditors, assigneesfor s 25 (referred to collectively as creditors) of ARMs secured by
i ith a term greater than one year generally are required to
provide consumers with#isclosufies efore the adjustment of the interest rate on the
mortgage,?® if the interest rat@chagge®will result in a payment change as follows:

e For ARMs where the payment cllanges @long with a rate change, disclosures must be
provided to consumers between 8Q and 12@"days before the first payment at the new
amount is due.

e For ARMs where the payment changes i
rate adjustment occurring every 60 days (or
provided between 25 and 120 days before t

interest and payment to be calculated based on an
than 45 days before the adjustment date, disclosures

e For ARMs where the first adjustment occurs within 60 daysQ mmation and the
new interest rate disclosed at the time was an estimate, the dis8les#ires must be provided
as soon as practicable, but in no fewer than 25 days before the first payment at the new
amount is due.

2 Creditors, assignees, and servicers are all subject to the requirements of 12 CFR 1026.20(c). Creditors,
assignees, and servicers may decide among themselves which of them will provide the required disclosures.
Establishing a business relationship in which one party agrees to provide disclosures on behalf of the other
parties does not absolve all other parties from their legal obligations.

% Refer to 12 CFR 1026.20(c)(1)(ii) (relating to exemptions to this disclosure requirement).
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Disclosures required under 12 CFR 1026.20(c) must contain specific information, including
the following:

e A statement explaining that the time period during which the consumer’s current rate has
been in effect is ending and that the rate and payment will change; when the interest rate
will change; dates when additional interest rate adjustments are scheduled to occur; and
any other change in loan terms or features that takes effect on the same date that the
interest rate and payment change, such as an expiration of interest-only treatment or
payment-option feature.

e A table explaining the current and new interest rates; the current and new payments,
including the date the new payment is due; and for interest-only or negative amortizing
loans, the amount of the current and new payments allocated to principal, interest, and
amounts for escrow (if applicable).

e An explanation
things) the ingd
application ot fo

ofMow the new interest rate is determined, including (among other

@ mula used to determine the new rate and the margin, and any
iaterest rate increases from past adjustments.

t rate and payment increase for each scheduled increase for

the duration of the 4@an."€reditors must also include a statement regarding the extent to

which such limitatio n TQregone interest rate increases and the earliest date such
foregone interest rate incr@ase§may apply to future interest rate adjustments.
e An explanation of how the is determined, including an explanation of the

index or formula used to determiine the ngw rate, including the margin, the expected loan
balance on the date of the rate a entgand the remaining loan term or any changes to
the term caused by the rate change.

e [For negative amortization loans, a state
payment will not reduce the balance of the |
part of the interest, thereby increasing the a

e A statement indicating the circumstances unde
imposed and the time period during which it may be'i
consumer may contact the servicer for additional inf
amount of the penalty that may be charged to the consu

the payment will only apply to
cipal.

d a statement that the
in@luding the maximum

For more information pertaining to the required format of the dis es required under
12 CFR 1026.20(c), see 12 CFR 1026.20(c)(3) and the model and sample forms H-4(D)(1)
and (2) in appendix H to Regulation Z.

Exemptions to the Post-Consummation ARM Disclosure Requirements—
12 CFR 1026.20(c)(1)(ii) and (d)(1)(ii)

Disclosures under 12 CFR 1026.20(c) and (d) are not required for ARMs with a term of one
year or less. Likewise, disclosures under 12 CFR 1026.20(c) are not required if the first
interest rate and payment adjustment occurs within the first 210 days and the new rate
disclosed at consummation pursuant to 12 CFR 1026.20(d) was not an estimate. ARM
disclosures for payment changes are exempt under 12 CFR 1026.20(c)(1)(ii)(C) if the
servicer is a debt collector under the FDCPA and a consumer has exercised the right under
section 805(c) of the FDCPA to prohibit debt collector communications regarding the debt.
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Refinancings—12 CFR 1026.20(a)

When an obligation is satisfied and replaced by a new obligation to the original financial
institution (or a holder or servicer of the original obligation) and is undertaken by the same
consumer, it must be treated as a refinancing for which a complete set of new disclosures
must be furnished. A refinancing may involve the consolidation of several existing
obligations, disbursement of new money to the consumer, or the rescheduling of payments
under an existing obligation. In any form, the new obligation must completely replace the
earlier one to be considered a refinancing under the regulation. The finance charge on the
new disclosure must include any unearned portion of the old finance charge that is not
credited to the existing obligation (12 CFR 1026.20(a)).

The following transactions are not considered refinancings even if the existing obligation is
satisfied and replac a new obligation undertaken by the same consumer:

[Y)

with a single payment of principal and interest or with
ts'@pd a final payment of principal with no change in the original

e A renewal ofan
periodic interest pay.
terms.

An APR reduction witlg a cofgespanding change in the payment schedule.

An agreement involving alcoutt proceeding.

Changes in credit terms ari thg consumer’s default or delinquency.

The renewal of optional insuran@e purch@sed by the consumer and added to an existing
transaction, if required disclosur re gfovided for the initial purchase of the insurance.

Even if it is not accomplished by the cancel
new one, a new transaction subject to new discl

lonfof dfe old obligation and substitution of a
ts if the financial institution

()

e increases the rate based on a variable-rate featu previously disclosed, or
e adds a variable-rate feature to the obligation.

If, at the time a loan is renewed, the rate is increased, the increasg
variable-rate feature. It is the cost of renewal, similar to a flat &€ QWg as the new rate
remains fixed during the remaining life of the loan. If the original 0881 is not canceled in
connection with such a renewal, the regulation does not require new disclosures. Also,
changing the index of a variable-rate transaction to a comparable index is not considered
adding a variable-rate feature to the obligation.

Escrow Cancellation Disclosures—12 CFR 1026.20(e)

Before canceling an escrow account, the creditor or servicer must provide an escrow closing
notice to any consumers for whom an escrow account was established in connection with a
closed-end consumer credit transaction secured by a first lien on real property or a dwelling,
except for reverse mortgages (12 CFR 1026.20(e)(1)). For this purpose, the term “escrow
account” has the same meaning given to it as under Regulation X, 12 CFR 1024.17(b), and
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the term “servicer” has the same meaning given to it as under Regulation X,
12 CFR 1024.2(b). There are two exceptions to the requirement to provide the notice:

e Creditors and servicers are not required to provide the notice if the escrow account that is
being canceled was established solely in connection with the consumer’s delinquency or
default on the underlying debt obligation (Comment 20(e)(1)-2).

e Creditors and servicers are not required to provide the notice when the underlying debt
obligation for which an escrow account was established is terminated, including by
repayment, refinancing, rescission, and foreclosure (Comment 20(e)(1)-3).

For loans subject to the escrow closing notice requirement, if the creditor or servicer cancels
the escrow account at the consumer’s request, the creditor or servicer must ensure that the
consumer receives the notice no later than three business days (i.e., all calendar days except
Sundays and the legadgublic holidays?’) before the consumer’s escrow account is canceled

cancellation is onsumer’s request, the creditor or servicer must ensure that the
consumer receives t
consumer’s escrow ac 2 CFR 1026.20(e)(5)(ii)). If the escrow closing notice is not
provided to the consum pers@n,the consumer is considered to have received the notice
three business days after it Is @eliMerel or placed in the mail (12 CFR 1026.20(e)(5)(iii)).

The creditor or servicer must disclog€ the fogllowing (12 CFR 1026.20(e)(1)-(2)):

e The date on which the account will be g#os

e That an escrow account may also be call

e The reason why the escrow account will be d

e That without an escrow account, the consu - all property costs, such as taxes
and homeowner’s insurance, directly, possibly fyone g large payments a year.

amount of any fee

es®Q the consumer in

connection with the closure of the consumer’s escrow a statement that the
fee is for closing the escrow account.

e The following information under the reference “In the future’”

— The consequences if the consumer fails to pay property costs, including the actions
that a state or local government may take if property taxes are not paid and the actions
the creditor or servicer may take if the consumer does not pay some or all property
costs, such as adding amounts to the loan balance, adding an escrow account to the
loan, or purchasing a property insurance policy on the consumer’s behalf that may be
more expensive and provide fewer benefits than a policy that the consumer could
obtain directly.

— A telephone number that the consumer can use to request additional information
about the cancellation of the escrow account.

27 Refer to 12 CFR 1026.2(a)(6) and 1026.19(f)(L)(ii)(A) and (F)(1)(iii).
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— Whether the creditor or servicer offers the option of keeping the escrow account open
and, as applicable, a telephone number the consumer can use to request that the
account be kept open.

— Whether there is a cutoff date by which the consumer can request that the account be
kept open.

The creditor or servicer may also, at its option, disclose the (12 CFR 1026.20(e)(3))

creditor or servicer’s name or logo;

consumer’s name, phone number, mailing address, and property address;
issue date of the notice;

loan number; or

consumer’s account number.

In addition, the di must

e contain arequired h
disclosures discuss
e De clear and conspicuous.
escrow closing notice be
the consumer (Comment 2
e Dbe written in 10-point font, at a
e be grouped together on the front

t is more conspicuous than and precedes the required
CFR 1026.20(e)(4)).

i CFR 1026.20(e)(4)).

r% age document. The disclosures must be

ings, content, order, and format

substantially similar to model Form H- dix H to Regulation Z
(12 CFR 1026.20(€)(4)). This requirement &clude creditors and servicers from
modifying the disclosures to accommodate parid gnsumer circumstances or
transactions not addressed by the form or from a8 tatement required by
12 CFR 1026.20(e)(2)(ii)(A), concerning consequenc e Gensumer fails to pay
property costs, to the circumstances of the particular cegsurmer ment 20(e)(4)-3).

Successors in Interest—12 CFR 1026.20(f)

If, upon confirmation, a servicer provides a confirmed successor in interest who is not liable
on the mortgage loan obligation with an optional notice and acknowledgment form in
accordance with Regulation X, 12 CFR 1024.32(c)(1), the servicer is not required to provide
to the confirmed successor in interest any written disclosure required by 12 CFR 1026.20(c)
(rate adjustments with corresponding change in payment), 12 CFR 1026.20(d) (initial rate
adjustment), and 12 CFR 1026.20(e) (escrow account cancellation notice), unless and until
the confirmed successor in interest either assumes the mortgage loan obligation under
applicable state law or has provided the servicer with an executed acknowledgement form in
accordance with Regulation X, 12 CFR 1024.32(c)(1)(iv), and the confirmed successor in
interest has not revoked such acknowledgement form.
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Treatment of Credit Balances—12 CFR 1026.21

When a credit balance in excess of $1 is created in connection with a transaction (through
transmittal of funds to a creditor in excess of the total balance due on an account, through
rebates of unearned finance charges or insurance premiums, or through amounts otherwise
owed to or held for the benefit of a consumer), the creditor is required to

e credit the amount of the credit balance to the consumer’s account;

e refund any part of the remaining credit balance, upon the written request of the consumer;
and

e make a good faith effort to refund to the consumer by cash, check, or money order, or
credit to a deposit account of the consumer, any part of the credit balance remaining in
the account for more than six months, except that no further action is required if the
consumer’s currgfyocation is not known to the creditor and cannot be traced through the

‘ address or telephone number.

Closed-End Advertis 2€FR 1026.24

If an advertisement for crewit statgs specific credit terms, it must state only those terms that
actually are or will be arrange@l or@ffered by the creditor.

Disclosures required by this section
standard in general, credit terms nee
particular place in the advertisement. For
clear and conspicuous disclosure means tha
prominence and in close proximity to the adver
disclosures.

e “clearly and conspicuously.” To meet this

in a certain type size nor appear in any

ments for credit secured by a dwelling, a

ed information is disclosed with equal
payments triggering the required

If an advertisement states a rate of finance charge, it must thewate as an “annual
percentage rate,” using that term. If the APR may be incréased afte summation, the
advertisement must state that fact.

If an advertisement is for credit not secured by a dwelling, the ad ement must not state
any other rate, except that a simple annual rate or periodic rate that is applied to an unpaid
balance may be stated in conjunction with, but not more conspicuously than, the APR.

If an advertisement is for credit secured by a dwelling, the advertisement must not state any
other rate, except that a simple annual rate that is applied to an unpaid balance may be stated
in conjunction with, but not more conspicuously than, the APR. That is, an advertisement for
credit secured by a dwelling may not state a periodic rate, other than a simple annual rate,
that is applied to an unpaid balance.

The following are triggering terms that require additional disclosures:

e Amount or percentage of any down payment
e Number of payments or period of repayment
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e Amount of any payment
e Amount of any finance charge

An advertisement stating a triggering term must also state the following terms as applicable:

e Amount or percentage of any down payment

e Terms of repayment, which reflect the repayment obligations over the full term of the
loan, including any balloon payment

e “Annual percentage rate,” using that term, and, if the rate may be increased after
consummation, that fact

For credit secured by a dwelling, any advertisement (other than television or radio
advertisements) that states a simple annual rate of interest, when more than one simple
annual rate of interegfwill apply over the term of the advertised loan, must state the
following in a cleg ‘@ PNSpPICUOUS manner:

e Each simple ratefof |
determined by addt
current index and margin.

e Period during which each{§gimfle annual rate of interest will apply.

e APR for the loan.

The regulation prohibits the followin englec
advertisements for closed-end mortgage Ig&ns;

e Stating that rates or payments for loans are *

at will apply. In variable-rate transactions, a rate
¥dex,and margin must be disclosed based on a reasonably

tive or misleading acts or practices in

Z#WRen those rates or payments can

G % or payment amounts are “fixed”
1] O

e Comparing actual or hypothetical credit payments or r. payment or rate

Il term of the loan,

e Characterizing the products offered as “government loan prog “government-
supported loans,” or otherwise endorsed or sponsored by a fedéral or state government
entity even though the advertised products are not government-supported or government-
sponsored loans.

e Displaying the name of the consumer’s current mortgage lender, unless the advertisement
also prominently discloses that the advertisement is from a mortgage lender not affiliated
with the consumer’s current lender.

e Making claims of debt elimination if the product advertised would merely replace one
debt obligation with another.

e Creating a false impression that the mortgage broker or lender is a “counselor” for the
consumer.

e In foreign-language advertisements, providing certain information, such as a low
introductory “teaser” rate, in a foreign language, while providing required disclosures
only in English.
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Subpart D—Miscellaneous

Subpart D contains rules on record retention (12 CFR 1026.25), oral disclosures

(12 CFR 1026.26), disclosures in languages other than English (12 CFR 1026.27), effect on
state laws (12 CFR 1026.28), state exemptions (12 CFR 1026.29), and rate limitations

(12 CFR 1026.30).

Record Retention—12 CFR 1026.25

As a general rule, the creditor must retain evidence of compliance with Regulation Z (other
than advertising requirements under 12 CFR 1026.16 and 1026.24, and specified
requirements for mortgage loans) for two years after the date disclosures are required to be
made or action is required to be taken (12 CFR 1026.25(a)). This includes, for example,

evidence that the cr, properly handled adverse credit reports in connection with amounts
subject to a billi under 12 CFR 1026.13, and properly handled the refunding of
credit balances unde 026.11 and 1026.21. The creditor may retain the evidence by
any method that repfod reCgds accurately (including computer programs)

(Comment 25(a)-2). A%gedi permit the agency responsible for enforcing Regulation

Z to inspect its relevant reeerds f@r c@mpliance (12 CFR 1026.25(b)).

The record retention period for t ns is generally three years (12 CFR 1026.25(c)).
A creditor must retain evidence of

ian€e with the requirements of 12 CFR 1026.19(e)
and (f) for three years after the latest e consummation, the date disclosures are
required to be made, or the date the actiongs r ed to be taken (12 CFR 1026.25(c)(2)(i)).

mpl

8 years. The creditor must retain

(@) or (A(4)(i), and all

(12 CFR 1026.25(c)(2)(ii)(A)). If a creditor sells, transfer ise disposes of its
s n@iservice the mortgage

0 thewwner or servicer of
for the remainder

For loan originator compensation, creditors and loan originator organizations must retain
records-related requirements for mortgage loan originator compensation and the
compensation agreement that governs those payments for three years after the date of
payment (12 CFR 1026.25(c)(2)).

loan, the creditor must provide a copy of the Closing Disclo
the mortgage, and the new owner or servicer must retain such o
of the five-year period.

A creditor must retain evidence to show compliance with the minimum standards for loans
secured by a dwelling in 12 CFR 1026.43 for three years after consummation of a transaction
covered by that section (12 CFR 1026.25(c)(3)).
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Relationship to State Law—TILA Sections 111 and 173, and
12 CFR 1026.28 and 29

State laws providing rights, responsibilities, or procedures for consumers or financial
institutions for consumer credit contracts may be

e preempted by federal law.
e not preempted by federal law.
e substituted in lieu of TILA and Regulation Z requirements.

State law provisions are preempted to the extent that they contradict the requirements in the
following chapters of TILA and the implementing sections of Regulation Z:

e Chapter 1, “Ge
determining #iha t
e Chapter 2, “Crediit Tr
rights, and certai
e Chapter 3, “Credit

rovisions,” which contains definitions and acceptable methods for
arges and APRs.

ions,” which contains disclosure requirements, rescission
caréprovisions.

i hich contains consumer credit advertising rules and

For example, a state law would D€ pg€emptad if it required a bank to use the terms “nominal
annual interest rate” in lieu of “annugl percehtage rate.”

Conversely, state law provisions generallz ontradict and thus are generally not
preempted under chapters 1, 2, or 3 of TILA®or tie gMplementing sections of Regulation Z if
they call for either of the following:

e Disclosure of information not otherwise required hat requires disclosure of
the minimum periodic payment for open-end credit, f pfe, would not be

preempted.

e Disclosures more detailed than those required. A state la v@ es itemization of the
amount financed, for example, would not be preempted, unlesg tradicts federal law
by requiring the itemization to appear with the disclosure of the amount financed in the
segregated closed-end credit disclosures.

The relationship between state law and chapter 4 of TILA (“Credit Billing”) involves two
parts. The first part is concerned with sections 161 (correction of billing errors) and 162
(regulation of credit reports) of the act; the second part addresses the remaining sections of
chapter 4.

TILA preempts state law provisions if they are inconsistent with the rights, responsibilities,
or procedures contained in sections 161 or 162. An exception is made for state law that
allows a consumer to inquire about an account and requires the bank to respond to such
inquiry beyond the time limits provided by federal law. Such a state law would not be
preempted for the extra time period.
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State law provisions are preempted if they result in violations of sections 163 through 171 of
chapter 4. For example, a state law that allows the card issuer to offset the consumer’s credit
card indebtedness against funds held by the card issuer would be preempted, since it would
violate 12 CFR 1026.12(d). Conversely, a state law that requires periodic statements to be
sent more than 14 days before the end of a free-ride period would not be preempted, since no
violation of federal law is involved.

A bank, state, or other interested party may ask the BCFP to determine whether state law
contradicts chapters 1 through 3 of TILA or Regulation Z. A state also may ask if the state
law is different from, or would result in violations of, chapter 4 of TILA and the
implementing provisions of Regulation Z. If the BCFP determines that a disclosure required
by state law (other than a requirement relating to the finance charge, the APR, or the
disclosures required under 12 CFR 1026.32) is substantially the same in meaning as a
disclosure required ugger the act or Regulation Z, generally creditors in that state may make
the state disclosur of the federal disclosure.

Subpart E—Speci for Certain Home Mortgage
Transactions

Subpart E contains special rulgs fOh mortgage transactions. 12 CFR 1026.32 requires certain
disclosures and provides limita closed-end credit transactions and open-end credit
plans that have rates or fees above s ecif(iyunts or certain prepayment penalties.

re

12 CFR 1026.33 requires special dis clading the total annual loan cost rate, for
reverse mortgage transactions. 12 CFR 1Q26.
connection with high-cost mortgages, as def#fiedin
provides requirements for HPMLs. 12 CFR 102
connection with an extension of credit secured by 3
set forth disclosure requirements for most closed-eng
as required by 12 CFR 1026.19(e) and (f).

General Rules—12 CFR 1026.31

The requirements and limitations of this subpart are in addition to, not in lieu of, those
contained in other subparts of Regulation Z. The disclosures for high-cost, reverse mortgage,
and higher-priced mortgage transactions must be made clearly and conspicuously in writing,
in a form that the consumer may keep and in compliance with specific timing requirements.

Requirements for High-Cost Mortgages—12 CFR 1026.32

The requirements of this section generally apply to a high-cost mortgage, which is a
consumer credit transaction secured by the consumer’s principal dwelling (subject to the
exemptions discussed on the next page) that meets any one of the following three coverage
tests:
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e The APR will exceed the average prime offer rate (APOR),?® as defined in

12 CFR 1026.35(a)(2), applicable for a comparable transaction as of the date the interest

rate is set by

— more than 6.5 percentage points for first-lien transactions (other than as described
below);

— more than 8.5 percentage points for first-lien transactions if the dwelling is personal
property and the loan amount is less than $50,000; or

— more than 8.5 percentage points for subordinate-lien transactions.

e The total points and fees (see definition below) for the transaction will exceed,

— for transactions with a loan amount of $20,000 or more, 5 percent of the total loan
amount with the loan amount to be adjusted annually on January 1 by the annual
percentage change in the consumer price index reported on the preceding June 1 or

— for transactions with a loan amount of less than $20,000, the lesser of 8 percent of the
total transac@®@famount or $1,000 with the loan amount to be adjusted annually on
January 148 % nual percentage change in the consumer price index reported on
the precedingtifte

The adjusted dollaf@motets ese tests are adjusted annually based on changes in the
consumer price index'apd aréyreflgcted in Official Interpretations of

12 CFR 1026.32(a)(1)(ii)){rh icial Interpretation of 12 CFR 1026.32(a)(1)(ii) also
contains a historical list of rgmount adjustments for transactions originated before
January 10, 2014.

—h

Note: The “total loan amount” (using
calculated by taking the amount finance
listed in 12 CFR 1026.32(b)(1)(iii), (iv), or
and financed by the creditor. The “total loan
plan limit when the account is opened.

mount of the note) for closed-end credit is
F#1026.18(b)) and deducting any cost

e The terms of the loan contract or open-end credit agré&mentyperait the creditor to charge
a prepayment penalty (see definition below) more than after consummation or
account opening, or prepayment penalties that exceed moreqQ percent of the amount
prepaid (12 CFR 1026.32(a)(1)(iii)).

Note: 12 CFR 1026.32(d)(6) prohibits prepayment penalties for high-cost mortgages. If a
mortgage loan has a prepayment penalty that may be imposed more than 36 months after
consummation or account opening or that is greater than 2 percent of the amount prepaid,
the loan is a high-cost mortgage regardless of interest rate or fees. Therefore, the
prepayment penalty coverage test above effectively bans prepayment penalties that
exceed HOEPA’s prescribed limits for consumer credit transactions secured by the
consumer’s principal dwelling (except for transactions exempt from the high-cost
mortgage definition).

28 The APOR means an APR that is derived from average interest rates, points, and other loan pricing terms
currently offered to consumers by a representative sample of creditors for mortgage transactions that have low-
risk pricing characteristics. The BCFP publishes APORs for a broad range of transactions in a table updated at
least weekly, as well as the methodology it uses to derive these rates.
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Exemptions From HOEPA Coverage—12 CFR 1026.32(a)(2)

The following transactions are exempt from the HOEPA provisions otherwise applicable to
high-cost mortgages:

e Reverse mortgage transactions subject to 12 CFR 1026.33.

e A transaction that finances the initial construction of a dwelling.

e A transaction originated by a housing finance agency, in which the housing finance
agency is the creditor for the transaction.

e A transaction originated pursuant to the Rural Development Section 502 Direct Loan
Program of the U.S. Department of Agriculture (USDA).

Determination of APR for High-Cost Mortgages—12 CFR 1026.32(a)(3)
The APR used t e whether a mortgage is a high-cost mortgage is calculated

differently from the is used on TILA disclosures. Specifically, the APR for HOEPA
coverage is based onfjth T[o)

e If the APR will not v urifig the length of the loan or credit plan (i.e., for fixed-rate
transactions), the interest §ate M effect as of the date the interest rate for the transaction is
set (12 CFR 1026.32(a)(3)

e If the interest rate may vary durifig thyof the loan or credit plan in accordance with

an index, the interest rate that res rogPadding the maximum margin permitted at any
time during the term of the loan or cr o0 the index rate in effect as of the date the
interest rate for the transaction is set, or 48 thg inggoductory interest rate, whichever is
greater (12 CFR 1026.32(a)(3)(ii)).
e If the interest rate may or will vary during th loan or credit plan other than as
described above (i.e., as in a step-rate transactio C um interest rate that may be
imposed during the life of the loan or credit plan (12 02&:32(a)(3)(iii)).

Points and Fees for High-Cost Mortgages—12

Note: Points and fees calculations for high-cost mortgages dependoft whether the transaction
is closed-end or open-end.

For a closed-end transaction, calculate the points and fees by including the following charges
(12 CFR 1026.32(b)(1)):

1. All items included in the finance charge under 12 CFR 1026.4(a) and (b), except that the
following items are excluded:

e Interest or the time-price differential.

e Any premiums or other charges imposed in connection with a federal or state agency
program for any guaranty or insurance that protects the creditor against the
consumer’s default or other credit loss (e.g., up-front and annual FHA premiums,
U.S. Department of Veterans Affairs (VA) funding fees, and USDA guarantee fees).
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e Premiums or other charges for any guaranty or insurance that protects creditors
against the consumer’s default or other credit loss and is not in connection with a
federal or state agency program (e.g., PMI premiums), as follows:

— The entire amount of any premiums or other charges payable after consummation
(i.e., monthly or annual PMI premiums).

— If the premium or other charge is payable at or before consummation, the portion
of any such premium or other charge that is not in excess of the permissible up-
front mortgage insurance premium (MIP) for FHA loans, but only if the premium
or charge is refundable on a pro rata basis and the refund is automatically issued
upon the notification of the satisfaction of the underlying mortgage loan. The
permissible up-front MIPs for FHA loans are published in HUD Mortgagee

Letters.
e Bona fide third-party charges not retained by the creditor, the loan originator, or an
affiliate of ej unless the charge is required to be included under
12 CFR (D)@)(C), (iii), or (iv).

e Up to twd bo
transaction, provi
— the APOR
— if the transact

iscount points payable by the consumer in connection with the

e If no discount points ha
point payable by the consu

— if the transaction is secured by p
insured under title | of the National
points.

by more than 2 percentage

Note: In the case of a closed-end plan, a bona fide dis powt means an amount equal
to 1 percent of the loan amount paid by the consumer tat réeucgdthe interest rate or
time-price differential applicable to the transaction based%n ation that is
consistent with established industry practices for determini agrount of reduction in
the interest rate or time-price differential appropriate for the am®tnt of discount points
paid by the consumer (12 CFR 1026.32(b)(3)).

2. All compensation paid directly or indirectly by a consumer or creditor to a loan originator
(as defined in 12 CFR 1026.36(a)(1)) that can be attributed to the transaction at the time
the interest rate is set unless

e that compensation is paid by a consumer to a mortgage broker, as defined in
12 CFR 1026.36(a)(2), and already has been included in points and fees under
12 CFR 1026.32(b)(1)(i);

e that compensation is paid by a mortgage broker, as defined in 12 CFR 1026.36(a)(2),
to a loan originator that is an employee of the mortgage broker;

e that compensation is paid by a creditor to a loan originator that is an employee of the
creditor; or
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e the compensation is paid by a retailer of manufactured homes to its employee.

Note: A person is not a loan originator if the person does not take a consumer credit
application or offer or negotiate credit terms available from a creditor to that consumer
based on the consumer’s financial characteristics, but the person performs purely
administrative or clerical tasks on behalf of a person who does engage in such activities.
An employee of a manufactured home retailer who does not take a consumer credit
application, or offer or negotiate credit terms, or advise a consumer on credit terms is not
a loan originator. For purposes of 12 CFR 1026.36(a), “credit terms” include rates, fees,
or other costs, and a consumer’s financial characteristics include any factors that may
influence a credit decision, such as debts, income, assets, or credit history.

3. All items listed in 12 CFR 1026.4(c)(7), other than amounts held for future taxes, unless
all of the followigg,conditions are met:

irect or indirect compensation in connection with the
. [ id to@n afiliate of the creditor.

4. Premiums or other charges'Yagi ore consummation, whether paid in cash or
financed, for any credit life, credit disability, credit unemployment, or credit property
insurance, or for any other life, aggident, l€alth, or loss-of-income insurance for which
the creditor is a beneficiary, or any payfie irectly or indirectly for any debt
cancellation or suspension agreement Or

5. The maximum prepayment penalty that ma
the mortgage or credit plan.

obtaining a new mortgage loan, with a new mortgage transa
holder of the existing loan, a servicer acting on behalf of the
of either.

ended by the current
holder, or an affiliate

For an open-end credit plan, points and fees mean the following charges that are known at or
before account opening (12 CFR 1026.32(b)(2)):

1. Allitems included in the finance charge under 12 CFR 1026.4(a) and (b), except that the
following items are excluded:

e Interest or the time-price differential.

e Any premiums or other charges imposed in connection with a federal or state agency
program for any guaranty or insurance that protects the creditor against the
consumer’s default or other credit loss (e.g., up-front and annual FHA premiums, VA
funding fees, and USDA guarantee fees).
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e Premiums or other charges for any guaranty or insurance that protects creditors
against the consumer’s default or other credit loss and is not in connection with a
federal or state agency program (e.g., PMI premiums) as follows:

— If the premium or other charge is payable after account opening, the entire amount
of such premium or other charge.

— If the premium or other charge is payable at or before account opening, the
portion of any such premium or other charge that is not in excess of the
permissible up-front MIP for FHA loans, but only if the premium or charge is
refundable on a pro rata basis and the refund is automatically issued upon the
notification of the satisfaction of the underlying mortgage loan. The permissible
up-front MIPs for FHA loans are published in HUD Mortgagee Letters.

e Bona fide third-party charges not retained by the creditor, the loan originator, or an
affiliate of either, unless the charge is required to be included in points and fees under
12 CFR 10268%(b)(2)(i)(C), (iii), or (iv).

) @ e discount points payable by the consumer in connection with the

transaction, piowid at the interest rate without any discount does not exceed

— the APO retan 1 percentage point; or
— if the transd@i ed by personal property, the average rate for a loan
insured under W the§iNational Housing Act by more than 1 percentage point.
e If no discount points Rave Been excluded above, then up to one bona fide discount

point payable by the co n c@gnection with the transaction, provided that the
interest rate without any dis@dunt do€s not exceed
— the APOR by more than y%w ints; or
— if the transaction is secured byg@er property, the average rate for a loan
insured under title I of the Natio g Act by more than 2 percentage

points.
Note: A bona fide discount point means an amo percent of the credit limit
when the account is opened, paid by the consumer, th ucedsthe interest rate or time-

with established industry practices for determining the a egdluction in the interest
rate or time-price differential appropriate for the amount of '€ points paid by the
consumer (12 CFR 1026.32(b)(3)(ii)).

price differential applicable to the transaction based ofMga caleulagien that is consistent

2. All compensation paid directly or indirectly by a consumer or creditor to a loan originator
(as defined in 12 CFR 1026.36(a)(1)) that can be attributed to the transaction at the time
the interest rate is set unless

e that compensation is paid by a consumer to a mortgage broker, as defined in
12 CFR 1026.36(a)(2), and already has been included in points and fees under
12 CFR 1026.33(b)(2)(i).

e that compensation is paid by a mortgage broker as defined in 12 CFR 1026.36(a)(2)
to a loan originator who is an employee of the mortgage broker.

e that compensation is paid by a creditor to a loan originator who is an employee of the
creditor.

e that compensation is paid by a retailer of manufactured homes to its employee.
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3. All items listed in 12 CFR 1026.4(c)(7), other than amounts held for future taxes, unless
all of the following conditions are met:

e The charge is reasonable.

e The creditor receives no direct or indirect compensation in connection with the
charge.

e The charge is not paid to an affiliate of the creditor.

4. Premiums or other charges paid at or before account opening for any credit life, credit
disability, credit unemployment, or credit property insurance, or for any other life,
accident, health, or loss-of-income insurance for which the creditor is a beneficiary, or
any payments directly or indirectly for any debt cancellation or suspension agreement or
contract.

5. The maximurg
the credit pl&

ent penalty that may be charged or collected under the terms of

6. The total prepaym
existing closed-end
existing open-end credi
with the current holder of
the current holder, or an affiliatglof eith

7. Fees charged for participation in the c%
described in 12 CFR 1026.4(c)(4).

8. Any transaction fee that will be charged to d¥awgt the credit line, as described in
12 CFR 1026.32(b)(2)(viii).

(

Ity incurred by the consumer if the consumer refinances an
it trafisadgion with an open-end credit plan, or terminates an

an W cOnnection with obtaining a new open-end credit plan
i nsaction or plan, a servicer acting on behalf of

, payable at or before account opening, as

Prepayment Penalty Definition—12 CFR 1026832

For closed-end credit transactions, a prepayment penalty isa c
or part of the transaction’s principal before the date on which the'f
limited exceptions.

posed for paying all
pal is due, with

For open-end credit plans, a prepayment penalty is a charge imposed by the creditor if the
consumer terminates the credit plan before the end of its term.

Note: Waived, bona fide third-party charges that are later imposed if the closed-end
transaction is prepaid or the consumer terminates the open-end credit plan sooner than
36 months after consummation or account opening are not considered prepayment penalties.

Note: For closed-end transactions insured by the FHA and consummated before January 21,
2015, interest charged consistent with the monthly interest accrual amortization method is
not a prepayment penalty, as long as the interest is charged consistent with the monthly
interest accrual amortization method used for those loans (Comment 32(b)(6)-1(iv)).
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High-Cost Mortgage Disclosures—12 CFR 1026.32(c)

In addition to the other disclosure requirements of Regulation Z, high-cost mortgages require
certain additional information to be disclosed in conspicuous type size to consumers before
consummation of the transaction or account opening. These disclosures include

e notice to the consumer using the required language in 12 CFR 1026.32(c)(1).

e the APR (12 CFR 1026.32(c)(2)).

e specified information concerning the regular or minimum periodic payment and the
amount of any balloon payment, if permitted under the high-cost mortgage limitations in
12 CFR 1026.32(d) (12 CFR 1026.32(c)(3)).

o for variable-rate transactions, a statement that the interest and monthly payment may
increase, and the amount of the single maximum monthly payment based on the
maximum interegf%gte required to be included in the contract (12 CFR 1026.32(c)(4)).

wed for closed-end credit transactions or the credit limit for the

iggpened for an open-end credit plan (12 CFR 1026.32(c)(5)).

Note: For closed-end ions, if the amount borrowed includes charges to be
financed under 12 CFR 18g6.34@@)(19), this fact must be stated, grouped together with the
disclosure of amount borrowegd. Isclosure of the amount borrowed will be treated as
accurate if it is not more than e 0 below the amount required to be disclosed.

See the “High-Cost Mortgage Discl a i
appendix G of this booklet for a summary@f t

High-Cost Mortgage Limitations—12

itations” Quick Reference Guide in
gh-cost mortgage disclosure requirements.

increases after default, and
Otfeys, including balloon

e Balloon payments, defined as payments that are more than @ a regular periodic
payment, are generally prohibited for high-cost mortgages (12°®PR 1026.32(d)(1)(i)).
Balloon payments are allowed in certain limited circumstances.

— For closed-end transactions, balloon payments are permitted when (a) the loan has a
payment schedule that is adjusted to seasonal or irregular income of the consumer;
(b) the loan is a “bridge” loan made in connection with the purchase of a new
dwelling and matures in 12 months or less; (c) the creditor is a small creditor
operating rural or underserved areas that meets the criteria set forth in
12 CFR 1026.43(f) for small creditor rural or underserved balloon-payment QMs; or
(d) until April 1, 2016, the creditor is a small creditor that meets the criteria set forth
in 12 CFR 1026.43(e)(6) for temporary balloon-payment QMs
(12 CFR 1026.32(d)(1)(ii)).

— For an open-end credit plan in which the terms of the plan provide for a draw period
when no payment is required, followed by a repayment period when no further draws
may be taken, the initial payment required after conversion to the repayment phase of

Certain loan terms, including negative amortizatio 5
prepayment penalties, are prohibited for high-cost mortga
payments and due-on-demand clauses, are restricted.
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the credit plan is not considered a “balloon” payment. If the terms of an open-end
credit plan do not provide for a separate draw period and repayment period, the
balloon payment limitation applies (12 CFR 1026.32(d)(1)(iii)).
e Acceleration clauses or demand features are limited and may only permit creditors to
accelerate and demand repayment of the entire outstanding balance of a high-cost
mortgage if
— there is fraud or material misrepresentation by the consumer in connection with the
loan (12 CFR 1026.32(d)(8)(i));

— the consumer fails to meet the repayment terms of the agreement for any outstanding
balance that results in a default on the loan (12 CFR 1026.32(d)(8)(ii)); or

— there is any action (or inaction) by the consumer that adversely affects the rights of
the creditor’s security interest for the loan, such as the consumer failing to pay
required taxes on the property (12 CFR 1026.32(d)(8)(iii), Comments 32(d)(8)(iii)-1
and -2).

Prohibited ACts ragtices in Connection With High-Cost Mortgages—
12 CFR 1026.34

In addition to the requiremgnts IR12€FR 1026.32, Regulation Z imposes additional
requirements for high-cost m@rtgages, several of which are discussed below.

Refinancing Within One Year—12 CFR #026.34(a)(3)
S

A creditor or assignee cannot refinance a
cost mortgage within the first year of the origtha
cost mortgage is in the consumer’s interest.

’s high-cost mortgage into a second high-

Repayment Ability for High-Cost Mortgages—

Among other requirements, a creditor extending high-co
12 CFR 1026.32 must not make such loans without regard t
ability as of consummation or account opening, as applicable (¥ 026.34(a)(4)).
For closed-end credit transactions that are high-cost mortgages, 12 CFR 1026.34(a)(4)
requires a creditor to comply with the repayment ability requirements set forth in

12 CFR 1026.43.

For open-end credit plans that are high-cost mortgages, a creditor may not open a credit plan
for a consumer if credit is or will be extended without regard to the consumer’s repayment
ability as of account opening, including the consumer’s current and reasonably expected
income, employment, assets other than the collateral, and current obligations, including any
mortgage-related obligations.

e For the purposes of these open-end requirements, mortgage-related obligations include,
among other things, property taxes, premiums and fees for mortgage-related insurance
that are required by the creditor, fees and special assessments such as those imposed by a
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condominium association, and similar expenses required by another credit obligation
undertaken before or at account opening and secured by the same dwelling that secures
the high-cost mortgage transaction (12 CFR 1026.34(a)(4)(i)).

e A creditor must also verify both current obligations and the amounts of income or assets
that it relies on to determine repayment ability, using W-2s, tax returns, payroll receipts,
financial institution records, or other third-party documents that provide reasonably
reliable evidence of the consumer’s income or assets (12 CFR 1026.34(a)(4)(ii)).

For open-end high-cost mortgages, a presumption of compliance is available, but only if the
creditor

e verifies the consumer’s repayment ability as required under 12 CFR 1026.34(a)(4)(ii).
e determines the consumer’s repayment ability taking into account current obligations and
mortgage-relatedgdiligations, using the largest required minimum periodic payment

uired minimum periodic payments during the draw

dod; and

ximum APR that is included in the contract applies to

pply during the draw and any repayment period

e assesses the consumer’s repaym iliggtaking into account either the ratio of total
debts to income or the income the co Il have after paying current obligations
(12 CFR 1026.34(a)(4)(iii)(C)).

Note: No presumption of compliance will be availg
transaction in which the regular periodic payments,
the outstanding principal balance, except for transactions
under 12 CFR 1026.32(d)(1)(ii).

open-end high-cost mortgage
ted, do not fully amortize
balgon payments permitted

&

Creditors that originate high-cost mortgages must receive written certification that the
consumer has obtained counseling on the advisability of the mortgage from a counselor
approved by HUD, or, if permitted by HUD, a state housing finance authority (specific
content for the certifications can be found in 12 CFR 1026.34(a)(5)(iv)). Counseling must
occur after the consumer receives a GFE or initial TILA disclosure required by 12 CFR
1026.40 (or, for transactions in which neither of those disclosures are provided, the
disclosures required by 12 CFR 1026.32(c)). Additionally, counseling cannot be provided by
a counselor who is employed by, or affiliated with, the creditor. A creditor may pay the fees
for counseling but is prohibited from conditioning the payment of fees on the consummation
of the mortgage transaction or, if the consumer withdraws his or her application, upon receipt
of the certification. A creditor may, however, confirm that a counselor provided counseling
to the consumer before paying these fees. Finally, a creditor is prohibited from steering a
consumer to a particular counselor.

High-Cost Mortgage Pre-Loan Counseling—12 CF .34(a)(5)
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Recommended Default—12 CFR 1026.34(a)(6)

Creditors (and mortgage brokers) are prohibited from recommending or encouraging a
consumer to default on an existing loan or other debt before, and in connection with, the
consummation or account opening of a high-cost mortgage that refinances all or any portion
of the existing loan or debt.

Loan Modification and Deferral Fees—12 CFR 1026.34(a)(7)
Creditors, successors-in-interest, assignees, or any agents of these parties may not charge a

consumer any fee to modify, renew, extend, or amend a high-cost mortgage, or to defer any
payment due under the terms of the mortgage.

Late Fees—12 1026.34(a)(8)

Late payment cltarge
contract or open-en

igh-cost mortgage must be permitted by the terms of the loan
nd may not exceed 4 percent of the amount of the payment
that is past due. Late charges are permitted only if payment is not received by the
end of the 15-day perio inniflg Ow the day the payment is due or, when interest on each
installment is paid in advancd] by%heend of the 30-day period beginning on the day the
payment is due.

ar

Creditors are also prohibited from * idipg” late fees—that is, charging late payments if
any delinquency is attributable only to a p nt charge that was imposed due to a
previous late payment, and the payment o i€ is gonsidered a full payment for the
applicable period (and any allowable grace peri gnsumer fails to make a timely
payment by the due date, then subsequently res ) payments but has not paid all
past due payments, the creditor can continue to impg ent charges for the
payments outstanding until the default is cured.

Fees for Payoff Statements—12 CFR 1026.34(a%9)

A creditor or servicer may not charge a fee for providing consum authorized
representatives) with a payoff statement on a high-cost mortgage. Payoff statements must be
provided to consumers within five business days after receiving the request for a statement.
A creditor or servicer may charge a processing fee to cover the cost of providing the payoff
statement by fax or courier only, so long as the fee does not exceed an amount that is
comparable to fees imposed for similar services provided in connection with a non-high-cost
mortgage and that a payoff statement be made available to the consumer by an alternative
method without charge. If a creditor charges a fee for providing a payoff statement by fax or
courier, the creditor must disclose the fee before charging the consumer and must disclose to
the consumer that other methods for providing the payoff statement are available at no cost.
Finally, a creditor is permitted to charge a consumer a reasonable fee for additional payoff
statements during a calendar year in which four payoff statements have already been
provided without charge other than permitted processing fees.
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Reverse Mortgages—12 CFR 1026.33

A reverse mortgage is a non-recourse transaction secured by the consumer’s principal
dwelling that ties repayment (other than upon default) to the homeowner’s death, to the
transfer of the dwelling’s title, or when the consumer ceases to occupy the dwelling as a
principal dwelling. Special disclosure requirements apply to reverse mortgages.

Higher-Priced Mortgage Loans—12 CFR 1026.35

A mortgage loan subject to 12 CFR 1026.35 (an HPML) is a closed-end consumer credit
transaction secured by the consumer’s principal dwelling with an APR that exceeds the
APOR for a comparable transaction as of the date the interest rate is set by

for loans secured by a first lien on a dwelling, in which the

ligagkQn at the time of consummation exceeds the maximum
principal obligation eltgible f@r p@ychase by Freddie Mac; or

e 3.5 or more percentage paints Yor secured by a subordinate lien on a dwelling.

pricing terms currently offered to co epresentative sample of creditors for
mortgage transactions that have low-risk gfici aracteristics. The BCFP publishes APORs
for a broad range of transactions in a table ugQat east weekly, as well as the
methodology it uses to derive these rates. Thesejgtes ailable on the Federal Financial
Institutions Examination Council (FFIEC) website

The APOR means an APR that is defived yverage interest rates, points, and other loan
er

Additionally, creditors extending mortgage loans subject CFR 1026.43(c) must verify a
consumer’s ability to repay as required by 12 CFR 1026.48(c).

2d loan that does not
ese requirements.

Finally, the regulation prohibits creditors from structuring a ho
meet the definition of open-end credit as an open-end plan to evade

Higher-Priced Mortgage Loans Escrow Requirement—12 CFR 1026.35(b)

In general, a creditor may not extend an HPML (including high-cost mortgages that also
meet the definition of an HPML), secured by a first lien on a principal dwelling, unless an
escrow account is established before consummation for payment of property taxes and
premiums for mortgage-related insurance required by the creditor.

An escrow account for an HPML need not be established for
e atransaction secured by shares in a cooperative.

e atransaction to finance the initial construction of a dwelling.
e atemporary or “bridge” loan with a term of 12 months or less.
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e areverse mortgage subject to 12 CFR 1026.33.

There is also a limited exemption that allows creditors to establish escrow accounts for
property taxes only (rather than for both property taxes and insurance) for loans secured by
dwellings in a “common interest community” under 12 CFR 1026.35(b)(2)(ii), in which
dwelling ownership requires participation in a governing association that is obligated to
maintain a master insurance policy insuring all dwellings (12 CFR 1026.35(b)(2)(ii)).

An exemption to the HPML escrow requirement is available for first-lien HPMLs made by
certain creditors that operate in a “rural” or “underserved” area (12 CFR 1026.35(b)(2)(iii)
and its associated commentary). To make use of this exemption, a creditor

e must have made, during the preceding calendar year (or if the application for the
transaction was rgeived before April 1 of the current calendar year, during either of the
two preceding @ years), a covered transaction secured by a first lien on a property

that is locatedl in at meets the definition of either “rural” or “underserved” as set
forth in 12 CFR )(iv), %

e together with its af must not have extended more than 2,000 covered transactions
(secured by first lien e %pld, assigned, or otherwise transferred to another person

or subject at the time of c@ns tion to a commitment to be acquired by another

person) in the preceding ¢ r if the application for the transaction was

received before April 1 of the c ndar year, during either of the two preceding
calendar years),

e together, with its affiliates that regular

liens), must have had less than $2 billio
calendar year (or if an application was recei
either of the two preceding December 31sts

ed* covered transactions (secured by first
sets®! as of the end of the preceding
April 1 of the current year, as of

ral area is a county that
is in neither a metropolitan statistical area nor a micropolitan statistical area e ent to a metropolitan
sus Bureau using the
latest decennial census of the United States; or a county or a census block that haS™been designated as “rural” by
the BCFP pursuant to the application process established in 2016. See “Application Process for Designation of
Rural Area Under Federal Consumer Financial Law; Procedural Rule,” 81 Fed. Reg. 11099 (March 3, 2016).
The provisions related to the application process ceased to have any force or effect on December 4, 2017

(12 CFR 1026.35(b)(2)(iv)(A)(3)). An underserved area is a county defined by using Home Mortgage
Disclosure Act data for the preceding year to determine whether it is a county in which no more than two
creditors extended covered transactions secured by first liens on properties in the county five or more times. A
property is in a rural or underserved area for a particular year if it is listed as a rural or underserved county by
the BCFP or any automated tool on the BCFP’s website or is not designated as located in an urban area in the
most recent delineation of urban areas announced by the Census Bureau by any automated address search tool
that the Census Bureau provides on its public website for that purpose.

30 See Comment 35(b)(2)(iii)-1.iii for discussion of “regularly extended” as it applies to affiliates in
12 CFR 1026.35(b)(2)(iii)(C).

31 The asset threshold is adjusted automatically each year, based on the year-to-year change in the average of the
Consumer Price Index for Urban Wage Earners and Clerical Workers.
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e together with its affiliates must not maintain escrow accounts for any extensions of
consumer credit secured by real property or a dwelling that it or its affiliate currently
services. Such creditors (and their affiliates) are permitted, however, to maintain escrow
accounts established to comply with the rule for applications received on or after April 1,
2010, and before May 1, 2016, without losing the exemption and to offer an escrow
account to accommodate distressed borrowers.

An escrow account must be established for first-lien HPMLs originated by a creditor that
would not be required to establish an escrow account based on the above exemption, if that
creditor has obtained a commitment for an HPML to be acquired by another company that is
not eligible for the exemption. Since an escrow account will be established for this loan, if
the creditor that has obtained a commitment for the HPML to be acquired by a nonexempt
company would like to remain eligible for the exemption above, neither the creditor nor its
affiliates can serviceghe loan on or beyond the second periodic payment under the terms of
the loan.

A creditor or serviceffm | an escrow account only upon the earlier of termination of
the underlying loan or Ilation request from the consumer five years or later after
consummation. A creditGgor ser however, is not permitted to cancel an escrow account,
even upon request from the c@nsine unless the unpaid principal balance of the HPML is
less than 80 percent of the orifh the property securing the loan and the consumer

is not currently delinquent or in defglllt on the loan (12 CFR 1026.35(b)(3)).
Higher-Priced Mortgage Loan %
12 CFR 1026.35(c)

General Requirements, Exception, and Safe

Requirement—

A creditor may not extend an HPML without first ob
property to be mortgaged.3? The appraisal must be perfordied
appraiser, defined in part as an appraiser who conducts the agprai

Uniform Standards of Professional Appraisal Practice (USPAPE e

applicable to appraisers in title IX of the Financial Institutions Refega#”Recovery, and
Enforcement Act (FIRREA) and its implementing regulations. The appraisal must include a
physical visit to the interior of the dwelling.

n appraisal of the
a state-certified or licensed

The appraisal requirements do not apply to the following:

32 The HPML appraisal requirement was adopted pursuant to an interagency rulemaking conducted by the FRB,
the BCFP, the Federal Deposit Insurance Corporation, the Federal Housing Finance Agency, the NCUA, and
the OCC. The FRB codified the rule at 12 CFR 226.43, and the OCC codified the rule at 12 CFR 34. There is
no substantive difference between these two sets of rules.
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e QMs under 12 CFR 1026.43 or under rules on QMs adopted by HUD or the VA, or, if
promulgated, by the USDA or the Rural Housing Service, including mortgages that meet
the QM criteria for these rules and are insured, guaranteed, or administered by those
agencies.

e An extension of credit equal to or less than the applicable threshold amount published in
the official staff commentary to the regulation, which is adjusted every year as applicable
to reflect increases in the Consumer Price Index for Urban Wage Earners and Clerical
Workers. 3

e A transaction secured by a mobile home, boat, or trailer.

e A transaction to finance the initial construction of a dwelling.

e A loan with maturity of 12 months or less, if the purpose of the loan is a “bridge” loan
connected with the acquisition of a dwelling intended to become the consumer’s principal
dwelling.

e A reverse mortgage

e A refinancings
creditor need
obligation), pro
— The credit risk

ransaction subject to 12 CFR 1026.33(a).
by a first lien, as defined in 12 CFR 1026.20(a) (except that the
iginal creditor or a holder or servicer of the original
refinancing meets the following criteria:

ing is retained by the person who held the credit risk of

the existing obligaty th8ke is no commitment, at consummation, to transfer the
credit risk to another fers e refinancing is insured or guaranteed by the same
federal government age Instged or guaranteed the existing obligation.

= cause the principal balanc
= allow the consumer to defer r of principal; or
= result in a balloon payment, as d CFR 1026 18(5)(5)(|)
— The proceeds from the refinancing are u
ancing.
wing conditions:3*
— If the transaction is for a new manufactured home nd¥the exemption shall only
apply to the requirement that the appraiser conductéa physi i
the new manufactured home.
— If the transaction is for a manufactured home and not larte
obtains one of the following and provides a copy to the con
business days before consummation of the transaction:
= For a new manufactured home, the manufacturer's invoice for the manufactured
home securing the transaction, provided that the date of manufacture is no earlier
than 18 months before the creditor’s receipt of the consumer's application for
credit.

= A cost estimate of the value of the manufactured home securing the transaction
obtained from an independent cost service provider.

ich the creditor
Umer no later than three

33 Refer to Comment 35(c)(2)(ii) for the current threshold.

34 Before July 18, 2015, appraisal requirements did not apply to transactions secured in whole or in part by a
manufactured home (12 CFR 1026.35(c)(2)). This section describes how the exemption works under an
amendment to the rule that took effect on July 18, 2015.
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= Avaluation, as defined in 12 CFR 1026.42(b)(3), of the manufactured home
performed by a person who has no direct or indirect interest, financial or
otherwise, in the property or transaction for which the valuation is performed and
has training in valuing manufactured homes.
— Transactions secured by an existing (used) manufactured home and land are not
exempt from the appraisal requirement.

A creditor may obtain a safe harbor for compliance with 12 CFR 1026.35(c)(3)(i) by
ordering that the appraisal be completed in conformity with USPAP and the requirements
applicable to appraisers in title IX of FIRREA and its implementing regulations, verifying
that the appraiser is certified or licensed through the National Registry of Appraisers, and
confirming that the written appraisal contains the elements listed in appendix N of
Regulation Z. In addition, the creditor must have no actual knowledge that the facts or
certifications contai in the appraisal are inaccurate (12 CFR 1026.35(c)(3)(ii)).

Additional App¥ais

The appraisal provisiogé’in R 1026.35(c) also require creditors to obtain a second

written appraisal before 8tendi PML in two instances:

e First, when the dwelling thati the HPML was acquired by the seller 90 or
fewer days before the consumer 8 agreefent to purchase the property and the price of the
property has increased by more than 10 p

ent.
e Second, when the dwelling was acqw% seller between 91 and 180 days before
the consumer’s agreement to purchase thgfor@perty, and the price of the property has

increased by more than 20 percent.
A creditor must obtain an additional interior appra @ e same requirements as the

first appraisal (that is, a written report by a certified orfce raiser in compliance with

ecessitating a
second appraisal do not apply. A creditor can meet the reasonalyf€ ghce requirement if it
e documents (such
as a copy of the seller’s recorded deed or a copy of a property tax bill). See appendix O to the
regulation. If, after exercising reasonable diligence, the creditor is unable to determine
whether the circumstances necessitating a second appraisal apply, the creditor must obtain a
second appraisal.

If the creditor is required to obtain a second written appraisal, the two required appraisals
must be conducted by different appraisers. Each appraisal obtained must include a physical
visit of the interior of the dwelling. In instances when two appraisals are required, creditors
are allowed to charge for only one of the two appraisals.

One of the two written appraisals must contain an analysis of the difference between the
price at which the seller obtained the property and the price the consumer agreed to pay to
acquire the property, an analysis of changes in market conditions between when the seller
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acquired the property and when the consumer agreed to purchase the property, and a review
of improvements made to the property between the two dates.

The HPML additional appraisal requirements do not apply to the extension of credit
financing acquisition of a property

e from a local, state, or federal government agency.

e from a person who acquired title to the property through foreclosure, deed in lieu of
foreclosure, or other similar judicial or nonjudicial procedures as a result of the person’s
exercise of rights as the holder of a defaulted mortgage.

e from a nonprofit entity as part of a local, state, or federal government program permitted
to acquire single-family properties for resale from a person who acquired title through
foreclosure, deed in lieu of foreclosure, or other similar judicial or nonjudicial

procedures.
&3

e from a perso
result of a diSsol
joint or marital

uired title to the property by inheritance or by court order as a
arriage, civil union, or domestic partnership, or of partition of

after the service member QurcRased the property.

e |ocated in a federal disaste iand¥gr as long as the requirements of title X1 of
FIRREA have been waived by tle federal financial institution regulatory agencies.
e |ocated in a rural county as defin t P in 12 CFR 1026.35(b)(2)(iv)(A).

provide, at no cost to the consumer, a copy of each written app
with a loan covered by the appraisal requirements in 12 CFR 1026%88(C) no later than three
business days before consummation or, if the loan will not be consummated, no later than 30
days after the creditor determines that the loan will not be consummated.

business day after the loan requested becomes an HPML. AOgitigia y creditor must
efformed in connection

% Creditors may use the disclosure required under the Equal Credit Opportunity Act (ECOA) valuations rule to
satisfy the disclosure requirements of the HPML appraisal rule for loans covered by both. As of October 3,
2015, the new loan estimate model form appraisal language required by the TILA-RESPA Integrated
Disclosure Rule (12 CFR 1026.37(m)(1)(iii)) meets the requirements of the ECOA valuations rule

(12 CFR 1002.14(a)(2)) and the HPML appraisal rule.

Comptroller's Handbook 81 Truth in Lending Act



Version 2.0 Introduction
>Subpart E—Special Rules for Certain Home Mortgage Transactions

Prohibited Acts or Practices in Connection With Credit Secured
by a Consumer’s Dwelling—12 CFR 1026.36

Loan Originator—12 CFR 1026.36(a)

The term “loan originator” means a person who, in expectation of direct or indirect
compensation or other monetary gain or for direct or indirect compensation or other
monetary gain, performs any of the following activities:

e Takes an application; offers, arranges, or assists a consumer in obtaining or applying to
obtain consumer credit; or negotiates or otherwise obtains or makes an extension of
consumer credit for another person.

e Through advertisipg or other means of communication, represents to the public that such
person can or Wi form any of these activities.

The term “loan origi
originator organizati®n loyee, agent, or contractor meets this definition. The term
“loan originator” also | a itor that engages in loan origination activities if the
creditor does not finance angacti@n at consummation out of the creditor’s own
resources, including by drawifgg of\a boga fide warehouse line of credit or out of deposits

held by the creditor.

The term “loan originator” does not I /

e aperson who performs purely administréiv
takes applications or offers or negotiates cregi
e an employee of a manufactured home retailer v
application, offer or negotiate credit terms, or adV

rical tasks on behalf of a person who

accordance with applicable state law, unless that pers
loan originator for a consumer credit transaction subject

e aservicer or a servicer’s employees, agents, and contractors who offer or negotiate the
terms of a mortgage for the purpose of renegotiating, modifying, replacing, or
subordinating principal of an existing mortgage when consumers are behind in their
payments, in default, or have a reasonable likelihood of becoming delinquent or
defaulting. This exception does not apply to such persons if they refinance a mortgage or
assign a mortgage to a different consumer.

An “individual loan originator” is a natural person who meets the definition of “loan
originator.” Finally, a “loan originator organization” is any loan originator that is not an
individual loan originator. A loan originator organization includes banks, federal savings
associations, finance companies, credit unions, and mortgage brokers.
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Prohibited Loan Originator Compensation: Payments Based on a Term
of a Transaction—12 CFR 1026.36(d)(1)

With limited exceptions, loan originators cannot receive (and no person can pay directly or
indirectly) compensation in connection with closed-end consumer credit transactions secured
by a dwelling based on a term of a transaction, the terms of multiple transactions, or the
terms of multiple transactions by multiple individual loan originators. The loan originator
compensation provisions do not apply to open-end HELOCSs or loans secured by a
consumer’s interest in a time-share plan described in 11 USC 101(53D).

A “term of a transaction” is any right or obligation of the parties to a credit transaction. The
amount of credit extended is not a term of a transaction, provided that compensation paid to a
loan originator is based on a fixed percentage of the amount of credit extended (but may be
subject to a minimu maximum dollar amount).

Note: A reviewof w
financial or similar ifice
analysis. If compensati Id'have been different if a transaction term had been different,
then the compensation i ibi he regulation does not prevent compensating loan
originators differently on sactions, provided that the difference is not based on a
term of a transaction oronap of a transaction (a factor that consistently varies
with a term or terms of the transacti@h over @ significant number of transactions and that the
loan originator has the ability to marfgulate).

mpensation, which includes salaries, commissions, and any

An individual loan originator may receive'(

agetinedhcontribution plan that is a
§ tigd to the terms of the
individual’s transaction(s) (12 CFR 1026.36(d)(1
e Compensation in the form of a benefit under a define
tax-advantaged plan (12 CFR 1026.36(d)(1)(iii)).
e Compensation under a nondeferred profits-based compensa
— the compensation paid to an individual loan originator is
based on the terms of the individual’s transaction(s); and
— either
= the compensation paid to the individual loan originator does not exceed
10 percent (in aggregate) of the individual loan originator’s total compensation
corresponding to the time period for which the compensation under the
nondeferred profits-based compensation plan is paid; or
= the individual loan originator was the loan originator of 10 or fewer transactions
during the 12 months preceding the date the compensation was determined
(12 CFR 1026.36(d)(2)(iv)).

gtrectly or indirectly
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For more information pertaining to permissible compensation, see the commentary to
12 CFR 1026.36(d).%

Prohibited Loan Originator Compensation: Dual Compensation—
12 CFR 1026.36(d)(2)

Loan originators that receive compensation directly from consumers in consumer credit
transactions secured by a dwelling (except for open-end HELOCs or loans secured by a
consumer’s interest in a time-share plan) may not receive additional compensation directly or
indirectly from any other person in connection with that transaction

(12 CFR 1026.36(d)(2)(i)(A)(1)). This prohibition includes compensation received from a
third party to the transaction to pay for some or all of the consumer’s costs

(12 CFR 1026.36(d)(2)(i)(B)). Further, a person is prohibited from compensating a loan
originator when thatgggrson “knows or has reason to know” that the consumer has paid
compensation to th {@ originator (12 CFR 1026.36(d)(2)(i))(A)(2)).

Even if a loan origingtor gf0amigation receives compensation directly from a consumer, the
organization can compghsat&the individual loan originator, subject to 12 CFR 1026.36(d)(1)
(12 CFR 1026.36(d)(2) )).

fact that the originator will receive greater, sation for the loan from the creditor than
in other transactions the originator offered og€o e offered to the consumer, unless the
consummated transaction is in the consumer’s i oan originator complies with the
prohibition on steering by obtaining loan option
with which the loan originator regularly does busirteg ogeach loan type in which the
consumer has expressed interest, presenting the cons options for which the
loan originator believes in good faith the consumer likel ovided that the
presented loan options include all of the following:

Prohibition on Steering 026.36(e)
Loan originators are prohibited fronTgi Vr “‘steering” consumers to loans based on the

e The loan with the lowest interest rate.

e The loan with the lowest interest rate without certain enumerated risky features (such as
prepayment penalties, negative amortization, or a balloon payment in the first seven
years).

e The loan with the lowest total dollar amount of discount points, origination points, or
origination fees (or, if two or more loans have the same total dollar amount of discount
points, origination points, or origination fees, the loan with the lowest interest rate that
has the lowest total dollar amount of discount points, origination points, or origination
fees).

% In addition to the requirements listed here, 12 CFR 1026.25(c) imposes specific record retention requirements
for creditors and loan originator organizations that compensate loan originators.
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The anti-steering provisions do not apply to open-end HELOCSs or to loans secured by a
consumer’s interest in a time-share plan.

Loan Originator Qualification Requirements—12 CFR 1026.36(f)

Individual loan originators and loan originator organizations must, when required under
applicable state or federal law, be registered or licensed under those laws, including the
Secure and Fair Enforcement for Mortgage Licensing Act of 2008 (SAFE Act).®” Loan
originator organizations other than government agencies or state housing finance agencies
must

e comply with all applicable state law requirements for legal existence and foreign
qualification (12 CFR 1026.36(f)(1)).

e ensure that each gWdividual loan originator who works for the loan originator organization
(e.g., an emplg Q der a brokerage agreement) is licensed or registered to the extent
i 0 be licensed or registered under the SAFE Act before acting

as a loan originat®r ingd congumer credit transaction secured by a dwelling

The requirements are different foRloah originator organizations whose employees are not
required to be licensed and ar i ursuant to 12 CFR 1008.103 or applicable state
laws implementing the SAFE Act (ificludingiemployees of depository institutions and bona
fide nonprofits).

If an employee was (a) hired on or after Jan
(but was not subject to any statutory or regulato
originator organization believes, based on relia
not meet the qualification standards (regardless of
must obtain the following before an individual acts as'@
transaction secured by a dwelling:

, 2084, or (b) hired before January 1, 2014

fhgund standards), or the loan

flon, that the loan originator does
: loan originator employer

tor in a consumer credit

1040

loan originator under the NMLSR, a criminal background check from a law enforcement
agency or commercial service (12 CFR 1026.36(f)(3)(i)(A)).

e A credit report from a consumer reporting agency (as defined in section 603(p) of the
Fair Credit Reporting Act) secured, when applicable, in compliance with section 604(b)
of that act (12 CFR 1026.36(f)(3)(i)(B)).

¢ Information from the NMLSR about any administrative, civil, or criminal findings by any
government jurisdiction or, in the case of an individual loan originator who is not a
registered loan originator under the NMLSR, such information from the individual loan
originator (12 CFR 1026.36(f)(3)(i)(C)).

3712 CFR 1026.36(f) applies to closed-end consumer credit transactions secured by a dwelling except a loan
that is secured by a consumer’s interest in a time-share plan described in 11 USC 101(53D). For purposes of
12 CFR 1026.36(f), a loan originator includes all creditors that engage in loan origination activities, not only
those who table fund.
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Based on this information obtained and any other information reasonably available, the loan
originator employer must determine for such an employee before allowing the individual to
act as a loan originator in a consumer credit transaction secured by a dwelling

¢ that the individual has not been convicted of, or pleaded guilty or nolo contendere to, a
felony in a domestic or military court during the preceding seven-year period or, in the
case of a felony involving an act of fraud, dishonesty, breach of trust, or money
laundering, at any time (12 CFR 1026.36(f)(3)(i1)(A)(1)).

Note: Whether the conviction of a crime is considered a felony is determined by whether
the conviction was classified as a felony under the law of the jurisdiction under which the
individual is convicted. Additionally, a loan originator organization may employ an
individual with a felony conviction (or a plea of nolo contendere) as a loan originator if
that individual hagyeceived consent from the Federal Deposit Insurance Corporation (or

e that the individual onstrated financial responsibility, character, and general
fitness such as to wa eMmination that the individual loan originator will operate
honestly, fairly, and efficignt

The loan originator organization muyst also g¥ovide periodic training to each such employee
that covers federal and state legal re ire?hat apply to the individual loan originator’s

loan origination activities.
Name and NMLSR ID on Loan Docum t] !

12 CFR 1026.36(g) applies to closed-end consumé
except for loans secured by a consumer’s interest in a
11 USC 101(53D). For purposes of 12 CFR 1026.36(Q), rigigator includes all
creditors that engage in loan origination activities, not onl able fund.

12 CFR 1026.36(g)

ctions secured by a dwelling

For consumer credit transactions secured by a dwelling, loan origWai@¥ organizations must
include certain identifying information on loan documentation provided to consumers. The
loan documents must include the loan originator organization’s name, the NMLSR ID (if
applicable), and the name of the individual loan originator who is primarily responsible for
the origination as it appears in the NMLSR, as well as the individual’s NMLSR ID. This
information is required on credit applications, the Loan Estimate, the Closing Disclosure, the
note or loan contract, and the documents securing an interest in the property.

Policies and Procedures to Ensure and Monitor Compliance—
12 CFR 1026.36())

Depository institutions (including credit unions) must establish and maintain written policies
and procedures reasonably designed to ensure and monitor compliance of the depository
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institution, its employees, and its subsidiaries and their employees with the requirements of

12 CFR 1026.36(d) (prohibited payments to loan originators).
12 CFR 1026.36(e) (prohibition on steering).

12 CFR 1026.36(f) (loan originator qualifications).

12 CFR 1026.36(g) (name and NMLSR ID on loan documents).

The written policies and procedures must be appropriate to the nature, size, complexity, and
scope of the mortgage lending activities of the depository institution and its subsidiaries
(12 CFR 1026.36(j)).

Prohibition on Mandatory Arbitration or Waivers of Certain Consumer
Rights—12 CFR 1026.36(h)

er ¢ ent for a consumer credit transaction secured by a dwelling
(including a HELOCS y the consumer’s principal dwelling) may not include terms
that require mandata or any other nonjudicial procedure to resolve any
controversy arising out@f t ction. In addition, a contract or other agreement relating
to such a consumer credi I ay not be applied or interpreted to bar a consumer
from brlnglng aclaim in courgun rovision of law for damages or other relief in

could agree, after a dispute or claimflinder tRe transaction arises, to settle or use arbitration or
te or claim.

a consumer credit
y tl,consumer’s principal

edifidisability, credit
unemployment credit property insurance, or any other accident§ 0ss-offincome, life, or
health insurance or payment for debt cancellation or suspension. prohibition does not
apply to credit unemployment insurance in which the premiums are reasonable, the creditor
receives no direct or indirect compensation in connection with the premiums, and the
premiums are paid under a separate insurance contract and not to an affiliate of the creditor.
The prohibition does not apply to credit insurance in which premiums or fees are
“calculated” and paid in full “on a monthly basis” (i.e., determined mathematically by
multiplying a rate by the actual monthly outstanding balance). This prohibition also does not
apply to a credit insurance product with a level monthly premium that is not financed.

Negative Amortization Counseling—12 CFR 1026.36(k)
A creditor may not extend a negative amortizing mortgage loan to a first-time borrower in

connection with a closed-end transaction secured by a dwelling, other than a reverse
mortgage or a transaction secured by a time-share, unless the creditor receives documentation
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that the consumer has obtained homeownership counseling from a HUD-certified or HUD-
approved counselor. Additionally, a creditor extending a negative amortizing mortgage loan
to a first-time borrower may not steer, direct, or require the consumer to use a particular
counselor.

Loan Servicing Practices

Servicers of mortgage loans are prohibited from engaging in certain practices, such as
pyramiding late fees. In addition, servicers are required to credit consumers’ loan payments
as of the date of receipt and provide a payoff statement within a reasonable time, not to
exceed seven business days after receipt of a written request.

Payment Processing—12 CFR 1026.36(c)(1)

For a closed-end r credit transaction secured by a consumer’s principal dwelling, a
loan servicer

e cannot fail to credifi@ peMgdicpayment to the consumer’s loan account as of the date of
receipt, except in instagces wWibenghe delay will not result in a charge to the consumer or
in the reporting of negatiVve inf@rniation to a consumer reporting agency.

Note: For the purposes of 12 CRR 1026/86(c), a periodic payment is “an amount
sufficient to cover principal, inte andgScrow for any given billing cycle.” If the
consumer owes late fees, other fees, o row payments but makes a full periodic
payment, the servicer must credit the pei ent as of the date of receipt.

e cannot retain a partial payment (any amountYess
or unapplied payment account without disclosi

statement (if required) the total amount(s) held in tf ccount and applying the

payment to the balance upon accumulation of suffici ual a periodic
payment.
If a servicer has provided written requirements for accepting pay ut then accepts

payments that do not conform to the written requirements, the servicer must credit the
payment as of five days after receipt.

If a loan contract has not been permanently modified but the consumer has agreed to a
temporary loss mitigation program, a periodic payment under 12 CFR 1026.36(c)(1)(i) is the
amount sufficient to cover principal, interest, and escrow (if applicable) for a given billing
cycle under the loan contract, regardless of the payment due under the temporary loss
mitigation program (Comment 1026.36(c)(1)(i)-4). If a loan contract has been permanently
modified, a periodic payment under 12 CFR 1026.36(c)(1)(i) is an amount sufficient to cover
principal, interest, and escrow (if applicable) for a given billing cycle under the modified
loan contract (Comment 1026.36(c)(1)(i)-5).
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Pyramiding of Late Fees—12 CFR 1026.36(c)(2)

In connection with a closed-end consumer credit transaction secured by a consumer’s
principal dwelling, a servicer may not impose on the consumer any late fee or delinquency
charge in connection with a payment when the only delinquency is attributable to late fees or
delinquency charges assessed on an earlier payment, and the payment is otherwise a periodic
payment for the applicable period and is received on its due date or within any applicable
courtesy period.

Providing Payoff Statements—12 CFR 1026.36(c)(3)

For consumer credit transactions secured by a consumer’s dwelling, including HELOCs
under 12 CFR 1026.40(a), a creditor, assignee, or servicer may not fail to provide, within a
reasonable time, butglg more than seven business days, after receiving a written request from
the consumer or pgkSon Agting on behalf of the consumer, an accurate statement of the total
outstanding bald d be required to pay the consumer’s obligation in full as of a
specific date.

Note: For purposes of 1IACFR 1@26%6(c)(3), when a creditor, assignee, or servicer is not
able to provide the statement @vit ven business days because a loan is in bankruptcy or
foreclosure, because the loan rtgage or shared appreciation mortgage, or

because of natural disasters or simil@r circuistances, the payoff statement must be provided
within a reasonable time.

TILA-RESPA Integrated Disclosures FR 1026.37 and 1026.38

ovide two disclosures, the Loan
applications received on or

=

For most closed-end consumer mortgages, credi @
Estimate and the Closing Disclosure, to consumers$@r mg
after October 3, 2015. The Loan Estimate is a three-page f
help consumers understand the key features, costs, and ri e mertgage loan for which

Closing Disclosure is a five-page form that helps consumers undetstafd all of the costs of the
transaction. This form generally must be received by the consumer at least three business
days before consummation. Both forms use similar language and design to make it easier for
consumers to locate key information, such as the interest rate, monthly payments, and costs
to close the loan.

The Loan Estimate form replaces the GFE designed by HUD under RESPA, and the “early”
TIL disclosure designed by the FRB under TILA. The regulation and the Official
Interpretations contain detailed instructions on how each line on the Loan Estimate form
should be completed. There are sample forms for different types of loan products. The Loan
Estimate form also incorporates new disclosures required by Congress under Dodd-Frank.

The Closing Disclosure form replaces the HUD-1 for loan closing, which was designed by
HUD under RESPA. It also replaces the revised TIL disclosure designed by the FRB under

Comptroller's Handbook 89 Truth in Lending Act



Version 2.0 Introduction
>Subpart E—Special Rules for Certain Home Mortgage Transactions

TILA. The rule and the Official Interpretations contain detailed instructions on how each line
on the Closing Disclosure form should be completed. The Closing Disclosure form contains
additional new disclosures required by Dodd—-Frank and a detailed accounting of the
settlement transaction.

See the BCFP’s “TILA-RESPA Integrated Disclosure: Guide to the Loan Estimate and
Closing Disclosure Forms” for a detailed, step-by-step walk-through for completing the Loan
Estimate and the Closing Disclosure forms.

The rules on who provides the disclosures, timing, limits on when fees can be charged, early
estimates, and limits on increases in charges are in 12 CFR 1026.19(e) and (f), in the subpart
E section of this booklet.

Loan Estimate: Contgfg of Disclosures for Certain Mortgage Transactions—
12 CFR 102

Loan Estimate For efquired (12 CFR 1026.37(0))

The Loan Estimate generably pravide consumers with a good faith estimate of credit
costs and transaction terms, aQd sabisty timing and delivery requirements set forth in the rule.
For any transactions subject to 12 CER 1026!19(e) that are federally related mortgage loans
subject to RESPA (which will inclu st

forth in appendix H to Regulation Z (12
for a definition of “federally related mortga

rtgages), creditors must use Form H-24, set
37(0)(3)(1))- (See also 12 CFR 1024.2(b)

3 @ derally related mortgage loans,
and40r gt substantially similar to

The disclosures may be provided to the consumer in electrom
with the consumer consent and other applicable provisions of tHg
et seq.) (12 CFR 1026.37(0)(3)(iii)).

For other loans subject to 12 CFR 1026.19(e) th
the disclosures must be made with headings, conte
Form H-24 (12 CFR 1026.37(0)(3)(ii)).

)ject to compliance
Act (15 USC 7001

Information Required on the Loan Estimate Form

Most disclosures on the Loan Estimate form are required to be labeled using specific
nomenclature, headings, and formatting. For example, the regulation requires that the form
disclose the contract sale price, labeled “Sale Price” (or if there is no seller, the estimated
value of the property, labeled “Prop. Value”). Further, in some instances, the regulation
directs lines on the disclosure to be left blank when there is no charge (see, e.g.,

12 CFR 1026.37(g)(2)(Vv)) or sets forth the maximum number of items that may be disclosed
(see, e.g., 12 CFR 1026.37(g)(3)(Vv)). See the regulation, Form H-24, and the Regulation Z
procedures for specific obligations regarding each required disclosure.
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Rounding

Dollar amounts must be rounded to the nearest whole dollar where noted in the regulation,
including adjustments after consummation for loan amount, interest rate, and periodic
payment. Other dollar amounts that must be rounded include

e details about prepayment penalties and balloon payments.
minimum and maximum amounts for principal and interest payments and range of
payments.

e maximum MIPs, escrows, taxes, insurance, and assessments.

e closing costs (loan costs and other costs).

e cash to close.

e adjustable payment (AP)

e comparisons (1 1026.37(0)(4)(1)(A)).

The per diem amoun id interest paid per day and the monthly amounts required to
be disclosed for escréw ormMgowner’s insurance, mortgage insurance, or property taxes

must not be rounded (IZCFR1026,37(0)(4)()(A)).

If an amount is required to befgoungled but is composed of other amounts that are not required
or permitted to be rounded, the ounts should be used to calculate the total, and
the final sum should be rounded. Caliversely, if an amount is required to be rounded and is
composed of rounded amounts, the r ed @Mounts should be used to calculate the total
(Comment 37(0)(4)-2).

losed up to two or three decimals,
onsummation (to the loan
origination charges,
adjustable interest rate (AIR), and Total Interest Percenta N he APR must be

e amount is a whole
number, only the whole number should be disclosed, with n
(12 CFR 1026.37(0)(4)(ii), Comment 37(0)(4)(ii)-1).

Page 1. General Information, Loan Terms, Projected Payments, and
Costs at Closing

Page 1 of the Loan Estimate discloses general information about the creditor, the
applicant(s), and the loan. It also includes a “Loan Terms” table with descriptions of
applicable information about the loan, a “Projected Payments” table, a summary “Costs at
Closing” table, and a link for consumers to obtain more information about loans secured by
real property at a website maintained by the BCFP (12 CFR 1026.37(a)-(e)).

General Information

Page 1 of the Loan Estimate requires the title “Loan Estimate” and the statement “Save this
Loan Estimate to compare with your Closing Disclosure” (12 CFR 1026.37(a)(1), (2)). The
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top of page 1 also requires the name and address of the creditor (12 CFR 1026.37(a)(3)).

A logo can be used for, and a slogan included along with, the creditor’s name and address, as
long as the logo or slogan does not cause this information to exceed the space provided on
Form H-24 for that information (12 CFR 1026.37(0)(5)(iii)). If there are multiple creditors,
only the name of the creditor completing the Loan Estimate should be used (Comment
37(a)(3)-1). If a mortgage broker is completing the Loan Estimate, the mortgage broker
should make a good faith effort to disclose the name and address of the creditor as required
by 12 CFR 1026.19(e)(1)(i). If the name of the creditor is not yet known, this space may be
left blank (Comment 37(a)(3)-2).

Below the creditor information, the form requires the date the creditor mails or delivers the
disclosures to the consumer; the name and mailing address of the consumer applying for the
credit; the address, including the zip code, of the property that secures or will secure the
transaction, or if the aeldress is unavailable, the location of such property, including a zip
code; and the con price (or if there is no seller, the estimated value of the property)
(12 CFR 1026.37(a) )

On the top right side o
years or months, or botT
or home equity loan) (12
product type (adjustable rate,
that may change the periodic paym
payment, balloon payment, or seaso

irst Page, the form requires the loan term to maturity (stated in
i ) and loan purpose (purchase, refinance, construction,
(@)(8)-(9)). This section of the form also requires the
ixed rate) and, preceding the type, any features
ing negative amortization, interest only, step

duration of any introductory rate or
payment period, and the first adjustment period, igable (12 CFR 1026.37(a)(10)). This
section of the form also requires the loan type ( : ;
number (12 CFR 1026.37(a)(11)-(12)). Further, thé De g statement of whether the
interest rate is locked for a specific time and, if so, t/Téwle
This section must also include a statement that the intere
credits may change unless the interest rate has been locked;

the applicable time zone) at which estimated closing costs expi

oints, and any lender
and time (including
1026.37(a)(13)).

Loan Terms Table

The “Loan Terms” table follows the general information requirements on page 1 of the Loan
Estimate. For the “Loan Terms” table, the creditor must disclose the loan amount (the
amount of credit to be extended under the terms of the legal obligation), the interest rate
applicable to the transaction at consummation, and the specified principal and interest
payments (12 CFR 1026.37(b)(1)-(3)). For each such element, the disclosure must answer the
question, either affirmatively or negatively, whether the amount can increase after
consummation. If the amount can increase, the loan must disclose additional information

(12 CFR 1026.37(b)(6)). The “Loan Terms” table must also include information about
prepayment penalties and balloon payments.
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Loan Amount

If the Loan Amount may increase after consummation, the disclosure must include the
maximum principal balance for the transaction and the due date of the last payment that may
cause the principal balance to increase. The disclosure must also indicate whether the
maximum principal balance is potential or is scheduled to occur under the terms of the legal
obligation (12 CFR 1026.37(b)(6)(i)).

Interest Rate

If the loan is an adjustable rate transaction for which the interest rate at consummation is not
known, the disclosed rate is the fully indexed rate (which means the index value and margin
at the time of consummation) (12 CFR 1026.37(b)(2)). If the interest may increase after
consummation, the cggditor must disclose the frequency of interest rate adjustments, the date
when the interest first adjust, the maximum interest rate, and the first date when the
interest rate can€€ac maximum interest rate, followed by a reference to the “Adjustable
Interest Rate (AIR) ired by 12 CFR 1026.37(j) in the Closing Cost Details section
of the Loan Estimate. an‘term may increase based on an interest rate adjustment, that
fact must be included, aSwell as aximum possible loan term determined in accordance
with 12 CFR 1026.37(a)(8)( R 4026.37(b)(6)(ii)).

Principal and Interest Payment

The creditor must disclose the initial p M
legal obligation, immediately preceded by’thggép
referring to the payment amount that includes a
that are required to be disclosed in the “Project
If the monthly principal and interest payment can i
also disclose the scheduled frequency of adjustments ‘st ic principal and interest
payment; the due date of the first adjusted principal and i ent; the maximum
possible periodic principal and interest payment; and the &periodic principal and
interest payment may first equal the maximum principal and hig ent. If any

ent that will be due under the terms of the
icable unit period, and a statement
rtgage insurance and escrow payments

ayment’ table (12 CFR 1026.37(b)(3)).
rease @fteg closing, the creditor must

rate, the creditor must reference the “Adjustable Payment (AP) Table” disclosure required by
12 CFR 1026.37(i). If there is a period during which only interest is required to be paid, the
disclosure must also state that fact and the due date of the last periodic payment of such
period (12 CFR 1026.37(b)(6)(iii)).

Prepayment Penalties and Balloon Payments

The “Loan Terms” table must also state affirmatively or negatively whether the transaction
includes a prepayment penalty or a balloon payment. For these purposes, a prepayment
penalty is a charge imposed for paying all or part of a transaction’s principal before the date
on which the principal is due, other than a waived, bona fide third-party charge that the
creditor imposes if the consumer prepays all of the transaction’s principal sooner than 36
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months after consummation; a balloon payment is a payment that is more than two times a
regular periodic payment (12 CFR 1026.37(b)(4) and (5)).

Projected Payments Table

The “Projected Payments” table is located directly below the “Loan Terms” table on page 1
of the Loan Estimate. The “Projected Payments” table shows estimates of the periodic
payments that the consumer will make over the life of the loan. Creditors must disclose
estimates of the following periodic payment amounts in the “Projected Payments” table:
periodic principal and interest (or range of periodic payments); mortgage insurance;
estimated escrow; and estimated total monthly payment (12 CFR 1026.37(c)(2)). Creditors
must also disclose estimated taxes, insurance, and assessments, even if not paid with escrow
funds (and must disclose whether these items will be paid with funds from the consumer’s
escrow account) (12 @ER 1026.37(c)(4)).

Generally, the credit
payments if require
required to disclose su

ow in one column the initial periodic payment (or range of
g on the features of the loan, the creditor may also be
t Periodic payments. No more than four separate periodic

isclosure of separate periodic payments or ranges
d interest payment; a scheduled balloon payment;

dic principal and interest. The regulation
engoccurs after the third separate periodic

Each separate payment or range of payments must@ edaccording to the regulation,
including the amount payable for principal and intereSe tion provides instructions
for itemizing payments that include an interest-only pay ymepts on loans with an

Additionally, the regulation requires that each separate perio or range of
payments itemize the maximum corresponding amount payable and the amount
payable into escrow (with a statement that the amount disclosed may increase over time and
a calculation of the total monthly payment) (12 CFR 1026.37(c)(2)).

Below the estimated total monthly payment, the “Projected Payments” table discloses
estimated taxes, insurance, and assessments. These are stated as a monthly amount and
include a statement that the amount may increase over time. The creditor provides these
estimates even if there will be no escrow account established for these costs. The table must
include a statement of whether the amount disclosed includes payments for property taxes or
other amounts; a description of any such other amounts; and an indication of whether such
amounts will be paid by the creditor using escrow account funds. The table includes a
statement that the consumer must separately pay the taxes, insurance, and assessments that
are not paid by the creditor using escrow account funds; and it includes a reference to the

Comptroller's Handbook 94 Truth in Lending Act



Version 2.0 Introduction
>Subpart E—Special Rules for Certain Home Mortgage Transactions

information disclosed under the subheading on the Loan Estimate titled “Initial Escrow
Payment at Closing” (12 CFR 1026.37(c)(4)).

The creditor estimates property taxes and homeowner’s insurance using the taxable assessed
value of the real property securing the transaction after consummation. This includes the
value of any improvements on the property or to be constructed on the property, if known,
whether or not such construction will be financed from the proceeds of the transaction, for
property taxes. It also includes the replacement costs of the property during the initial year
after the transaction, for premiums or other charges for insurance against loss of or damage to
property identified in 12 CFR 1026.4(b)(8) (12 CFR 1026.37(c)(5)).

Costs at Closing Table

The “Costs at Closin
estimated closing

table, located at the bottom of page 1, provides disclosures on
d estimated Cash to Close (12 CFR 1026.37(d)(1)). These

Items that are disclosed inClugle afyestimate of Total Closing Costs and the key inputs making
up this total: Loan Costs, OthégCgdsts ender Credits (as well as the fact that Total
Closing Costs include these amountg) (12 CER 1026.37(d)(1)(i)). These disclosures also
provide a high-level summary of theRgstimatedgamount of cash required to close, which is
itemized more specifically on page 2 0 % stimate (12 CFR 1026.37(d)(2)(ii)). The
regulation provides an optional alternativé™ se” table for transactions that do not
involve a seller. The creditor may alternatively sing the label “Cash to Close,” the
cash to or from the consumer (pursuant to 12 C (2)(iv)), a statement of whether
the disclosed estimated amount is due from or to tig ersand a statement referring the

consumer to the alternative “Calculating Cash to CloSeiiste ansactions without a seller
(pursuant to 12 CFR 1026.37(h)(2)) (12 CFR 1026.37(d)

p—

Page 2: Closing Cost Details

Page 2 of the Loan Estimate contains a good faith itemization of the Loan Costs and Other
Costs associated with the loan (12 CFR 1026.37(f) and (g)). Generally, Loan Costs are those
costs paid by the consumer to the creditor and third-party providers of services the creditor
requires the consumer to obtain during the origination of the loan (12 CFR 1026.37(f)). Other
costs include taxes, governmental recording fees, and certain other payments involved in the
real estate closing process (12 CFR 1026.37(g)). Page 2 also includes an itemized
“Calculating Cash to Close” table to show the consumer how the amount of cash needed at
closing is calculated (12 CFR 1026.37(h)). In addition, for transactions with adjustable
monthly payments not based on changes to the interest rate, page 2 must include an AP table
with relevant information about how the monthly payments will change (12 CFR 1026.37(i)).
Further, for transactions with AIRs, page 2 must include an AIR table with relevant
information about how the interest rate will change (12 CFR 1026.37(j)).
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If applicable state law requires additional disclosures, those additional disclosures may be
made on a document whose pages are separate from, and not presented as part of, the Loan
Estimate (Comments 37(f)(6)-1 and 37(g)(8)-1).

Loan Costs Table

The “Loan Costs” table includes all loan costs associated with the transaction, broken down
into an itemization of three types of costs:

e Origination Charges the consumer will pay to each creditor and loan originator for
originating and extending credit (including separate itemization for points paid to the
creditor to reduce the interest rate as both a percentage of the amount of credit extended
and as a dollar amount) (up to 13 line items). The following items should be itemized
separately under g “Origination Charges” subheading:

~® d directly by a consumer to a loan originator that is not also the

adjustment to theNgterestfrat®yComment 37(f)(1)-5).
e Services You Cannot S (ittms provided by persons other than the creditor or

mortgage broker that the ¢ t shop for and will pay for at settlement, such as
appraisal fees and credit report fges) (up§o 13 line items).
e Services You Can Shop For (suc pesfingpection fee, survey fee, or closing agent

fee) (up to 14 line items) (12 CFR 10

Regarding origination fees, only charges paid di
originator are included in the itemization. Com
by the creditor through the interest rate is not itemi
Disclosure) (Comment 37(f)(1)-2).

e consumer to compensate a loan
a loan originator paid indirectly
s emized on the Closing

y oS

Note: Items that are a component of title insurance must inClgide ductory description
of “Title - ” (12 CFR 1026.37(f)(2)(i) and (g)(4)(i)).

Note: The disclosure of Lender Credits, as identified in 12 CFR 1026.37(g)(6)(ii), is required
by 12 CFR 1026.19(e)(1)(i). “Lender Credits,” as identified in 12 CFR 1026.37(g)(6)(ii),
represent the sum of nonspecific lender credits and specific lender credits. Nonspecific lender
credits are generalized payments from the creditor to the consumer that do not pay for a
particular fee on the disclosures provided pursuant to 12 CFR 1026.19(e)(1). Specific lender
credits are specific payments, such as a credit, rebate, or reimbursement, from a creditor to
the consumer to pay for a specific fee. Nonspecific lender credits and specific lender credits
are negative charges to the consumer (Comment 19(e)(3)(i) -5).

The sum of these amounts must be disclosed as total Loan Costs. The regulation includes a
required order and terminology for each item (12 CFR 1026.37(f)(1)-(5)). If the creditor does
not have enough lines for each subheading, it must disclose the remaining items as an
aggregate number (12 CFR 1026.37(f)(6)(i)). An addendum is not permitted for origination
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charges or charges the consumer cannot shop for that exceed the maximum number of lines,
but is permitted for services the consumer can shop for, provided the creditor appropriately
references the addendum (12 CFR 1026.37(f)(6)(ii)).

Other Costs Table

The “Other Costs” table captures costs established by government action, determined by
standard calculations applied to ongoing fixed costs, or based on an obligation incurred by
the consumer independently of any requirement imposed by the creditor (Comment 37(g)-1).
The table includes the following:

e Taxes and Other Government Fees (recording fees and other taxes, and transfer taxes
paid by the consumer, separately itemized).

e Prepaids (amountgyaid by the consumer before the first scheduled payment, such as
homeowner’s 4 «@ e premiums, MIPs, prepaid interest, and property taxes, plus up to
three additiofal [ie

e [Initial Escrow P@ym
a reserve or escro t at consummation to be applied to recurring periodic charges.
These include home
to five additional line ite

e Other amounts the consu
five line items) (12 CFR 1026.3%(g)(1)-

ay (such as real estate agent commissions, up to
), Comment 37(g)(4)-4).

Note: Items that disclose any premiums padél f parate insurance, warranty, guarantee, or
event-coverage products not required by the or grust include the parenthetical

description (optional) at the end of the label (12 @26.37(9)(4)(ii)).

As with loan costs, the regulation includes a requi ‘@ inology, and specific
information regarding each “Other Costs” line item, sU licable time period
covered by the amount paid at consummation and the totfam@gnt tgbe paid. Items that

disclose any premiums paid for separate insurance, warran aldntedy or event-coverage
products not required by the creditor must include the parenthet§€al desgription (optional) at
the end of the label (12 CFR 1026.37(g)(4)(ii)). An addendum is ™ mitted; if the creditor
does not have enough lines for each subheading, it must disclose the remaining items as an
aggregate number (12 CFR 1026.37(g)(8)). The sum of these amounts must be disclosed as a
line item as “Total Other Costs” (12 CFR 1026.37(g)(5)). Below this total, the sum of total

loan costs and total other costs, less any lender credits (separately itemized), must be
disclosed as a line item as “Total Closing Costs” (12 CFR 1026.37(g)(6)).

Calculating Cash to Close Table

The “Calculating Cash to Close” table shows the consumer how the amount of cash needed
at closing is calculated (12 CFR 1026.37(h)(1)). The creditor must itemize the total amount
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of cash or other funds that the consumer must provide at consummation. The itemization
includes the following:

e Total Closing Costs (12 CFR 1026.37(h)(1)(i)).

e Closing Costs Financed: i.e., paid out of loan proceeds, disclosed as a negative number
(12 CFR 1026.37(h)(1)(ii)).

e Down Payment/Funds From Borrower: in a purchase transaction, the difference between
purchase price of property and principal amount of loan, disclosed as a positive number;
in other transactions, estimated funds from the consumer. See “Funds for Borrower” in
this list (12 CFR 1026.37(h)(2)(iii)).

e Deposit: in a purchase transaction, the amount that is paid to the seller or held in trust or
escrow by an attorney or other party under the terms of the agreement for the sale of the
property, disclosed as a negative number, and labeled “deposit”; in all other transactions,

d as that number, but if the amount is $0 or a negative

number, it is discl CFR 1026.37(h)(1)(v)).

o Seller Credits: the amaynt th@ seNer will pay for total loan costs and total other costs, to
the extent known, disclos@d asga negative number (12 CFR 1026.37(h)(1)(vi).

e Adjustments and Other Cr

e Estimated Cash to Close: calcul@led and®isclosed in the same table based on these

i i) (12 CFR 1026.37(h)(1)(viii)).

For Transactions Without a Seller

The creditor can use the optional alternative tab m ide, under the heading “Closing
Cost Details,” the total amount of cash or other fundgtha e provided by the consumer
at consummation with an itemization of the following co entymounts

(12 CFR 1026.37(h)(2)):

e Loan Amount (disclosed under 12 CFR 1026.37(b)(1)) (12 € 026.37(h)(2)(i)).

e Total Closing Costs (disclosed under 12 CFR 1026.37(g)(6) ( R 1026.37(h)(2)(ii)).

e Payoffs and Payments: the total amount of payoffs and payments to third parties not
otherwise disclosed under 12 CFR 1026.37(f) and (g) (12 CFR 1026.37(h)(2)(iii)).

e Cash To or From Consumer: the amount of cash or other funds due from or to the
consumer and a statement of whether the disclosed estimated amount is due from or to
the consumer, calculated by the sum of the loan amount, total closing costs, and payoffs
and payments under 12 CFR 1026.37(h)(2)(i)-(iii), but only to the extent that the sum is
greater than zero and less than the total closing costs (12 CFR 1026.37(g)(6)), and labeled
“Cash to Close” (12 CFR 1026.37(h)(2)(iv)).

e Closing Costs Financed: the sum of the amounts disclosed under
12 CFR 1026.37(h)(2)(i) and (iii) (loan amount and payoffs and payments), but only to
the extent that the sum is greater than zero and less than the total closing costs

38 The BCFP provides a sample of the optional alternative table in the H-24(G) Model Form on its web page.
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(12 CFR 1026.37(g)(6)), labeled “Closing Costs Financed (Paid from your Loan
Amount)” (12 CFR 1026.37(h)(2)(V)).

Adjustable Payment Table

The AP table is for transactions with adjustable monthly payments for reasons other than
adjustments to the interest rate, or if the transaction is a seasonal payment product. The table
provides consumers with relevant information about how the monthly payments will change.
If the transaction does not contain such terms, the table should not be on the Loan Estimate
(12 CFR 1026.37(i), Comment 37(i)-1).

The AP table requires answers to the following questions:

e Whether there argginterest-only payments and, if so, the period during which the interest-

ply (12 CFR 1026.37(i)(1)).

e Whether the€®€mo periodic payment can be selected by the consumer as an
optional paymengian the period during which the consumer can select optional

e Whether the loan is astep pafmegt product and, if so, the period during which the regular
periodic payments are schigduled to increase (12 CFR 1026.37(i)(3)).

e Whether the loan is a seas roduct and, if so, the period during which the
periodic payments are not sched@fled (1§CFR 1026.37(i)(4)).

In addition, the AP table contains a subhe

which states specified information about the
subsequent changes; and maximum periodic pa
(and first date the maximum is possible) (12 C

onthly principal and interest payments,
ent change and amount; frequency of
t ay occur during the loan term

1 (5).

Adjustable Interest Rate Table

For transactions with AIRs, an AIR table provides consum ant information
about how the interest rate will change (12 CFR 1026.37(j)). ple must be
completed if the interest rate may increase after consummation. gsl€gal obligation does
not permit the interest rate to adjust after consummation, this table is not permitted to appear

on the Loan Estimate (12 CFR 1026.37(j)(1), Comment 37(j)-1)).
The AIR table includes the following information (12 CFR 1026.37(j)):

e For non-step-rate products, the index upon which adjustments to the interest rate will be
based and the margin that is added to the index to determine the interest rate
(12 CFR 1026.37(j)(1)).

e For step-rate products, the maximum amount of any adjustments to the interest rate that
are scheduled and pre-determined (12 CFR 1026.37(j)(2)).

e The initial interest rate at consummation (12 CFR 1026.37(j)(3)).

e The minimum/maximum interest rate for the loan, after any introductory period expires
(12 CFR 1026.37(j)(4)).

Comptroller's Handbook 99 Truth in Lending Act



Version 2.0 Introduction
>Subpart E—Special Rules for Certain Home Mortgage Transactions

e The frequency of adjustments (first and subsequent adjustments) (12 CFR 1026.37(j)(5)).
e Any limits on interest rate changes (12 CFR 1026.37(j)(6)).

Page 3: Additional Information About the Loan

Page 3 of the Loan Estimate contains contact information, a “Comparisons” table, an “Other
Considerations” table, and, if desired, a signature statement for the consumer to sign to
acknowledge receipt (12 CFR 1026.37(k), (1), (m), and (n)).

Contact Information

The top of page 3 includes the name and NMLSR or License 1D number for the creditor and
mortgage broker, if any; and the name and NMLSR or License ID number of the individual
loan officer who is rimary contact for the consumer, along with that person’s email
address and pho (12 CFR 1026.37(k)).

Comparisons Tabl

The “Comparisons” tablefollow§ th&contact information and allows consumers to compare
loans. Each of these disclosuigs miust¥e accompanied by a specified descriptive statement
(12 CFR 1026.37(1)).

The creditor must provide the follo : /
e Total dollar amount of principal, interestgmoftgage insurance, and loan costs scheduled

to be paid through the end of the 60th mont I t@&due date of the first periodic

payment.
e Total dollar amount of principal scheduled to b&y

after the due date of the first periodic payment.
e Annual Percentage Rate, using that term and the abbréiati
percentage.
e TIP that the consumer will pay over the life of the loan, exg
amount of credit extended, using the term “Total Interest Perct
abbreviation “TIP.”

o) the end of the 60th month

“ARR” and expressed as a

a§ a percentage of the
gde” and the

The TIP calculation is the same for the Loan Estimate and for the Closing Disclosure: total
interest (including prepaid interest) that the consumer will pay over the life of the loan is
divided by the loan amount to arrive at the TIP (12 CFR 1026.37(1)(3) and 38(0)(5)). The TIP
is computed assuming that the consumer makes each monthly payment in full and on time,
and does not make any overpayments (15 USC 1638(a)(19), 12 CFR 1026.37(1)(3), and
Comment 37(1)(3)-1).

To calculate the TIP for fixed-rate loans, add the sum of interest payments for the full term of
the loan to the amount of prepaid interest and divide that total by the loan amount. To
calculate the TIP for a variable rate loan, compute the amount of interest that the consumer
will pay according to the terms of the loan. If the loan has an index and margin, use the index
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existing at consummation (12 CFR 1026.37(b)(2), Comment 17(c)(1)-10). For adjustable rate
products under 12 CFR 1026.37(a)(10)(i)(A), compute the TIP in accordance with Comment
17(c)(1)-10 (Comment 37(1)(3)-2). Comment 17(c)(1)-10 provides guidance and examples
for adjustable mortgages with discounted and premium variable-rate terms. When the initial
rate is not based on the index used for later interest rate adjustments, the total interest should
include the initial interest rate and, for the remainder of the term, the rate that would have
been applied using the index or formula at the time of consummation. The rate at
consummation need not be used if a contract provides for a delay in the implementation of
changes in an index value. For example, if the contract specifies that rate changes are based
on the index value in effect 45 days before the change date, creditors may use any index
value in effect during the 45-day period before consummation in calculating a composite
APR (Comment 17(c)(1)-10). For step-rate products under 12 CFR 1026.37(a)(10)(i)(B),
compute the TIP in accordance with 12 CFR 1026.17(c)(1) and its associated commentary
(Comment 37(1)(3)-
12 CFR 1026.37(3
negatively amo
amortizing payment

1) (A), compute the TIP using the scheduled payment, even if it is a
mgnt amount, until the consumer must begin making fully
n erms of the legal obligation (Comment 37(1)(3)-3).

Other Considerations

Below the “Comparisons” tablg,is @ s regarding “Other Considerations” about the loan.
This section includes disclosures onfdppraisgls, assumptions, whether homeowner’s

insurance is required, applicable latéggaymentdees, a warning about refinancing, whether the
creditor intends to service the loan or {ransfgf seplicing, liability after foreclosure (if
I an Estimate can be provided up to

applicable), and an optional statement that'a
60 days before consummation when the loarT is f@r glewggonstruction (12 CFR 1026.37(m)).

The consumer is not required to sign the Loan Estif@
statement on page 3 of the Loan Estimate to confirm e
model form language. If the creditor chooses not to use th

e greditor adds a signature
e consumer, it must use the

Closing Disclosure: Content of Disclosures for Certain Mortgage
Transactions—12 CFR 1026.38

Closing Disclosure Form Required (12 CFR 1026.38(t)(3)(i))

The Closing Disclosure generally must contain the actual terms and costs of the transaction
and must satisfy timing and delivery requirements set forth in the rule.

For any loans subject to 12 CFR 1026.19(f) that are federally related mortgage loans subject
to RESPA (which will include most mortgages), creditors must use Form H-25, set forth in
appendix H to Regulation Z (12 CFR 1026.38(t)(3)(i). (See also 12 CFR 1024.2(b) for a
definition of federally related mortgage loan.)
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For other loans subject to 12 CFR 1026.19(f) that are not federally related mortgage loans,
the disclosures must contain the same information and be made with headings, content, and
format substantially similar to Form H-25 (12 CFR 1026.38(t)(3)(ii)).

Information Required on the Closing Disclosure

As with the Loan Estimate, most disclosures on the Closing Disclosure form must be labeled
using specific nomenclature, headings, and formatting. Similarly, in some instances, the
regulation directs lines on the disclosure to be left blank when there is no charge or sets forth
the maximum number of items that may be disclosed. See the regulation, Form H-25, and the
Regulation Z procedures for specific obligations regarding each required disclosure.

Rounding

¢ smust not be rounded except where noted in the regulation
(12 CFR 1026.38(t) n amount must be rounded but is composed of other amounts
that are not required ithed to be rounded, the unrounded amounts should be used to
calculate the total, andghe | sum should be rounded. Conversely, if an amount is required
sed dif rownded amounts, the rounded amounts should be used to
calculate the total (Comment@8(t)4)%2). Percentage amounts should not be rounded and are
disclosed up to two or three detigels ded, except where noted in the regulation. If a
percentage amount is a whole numbgr, onlyhe whole number should be disclosed, with no

decimals (12 CFR 1026.38(t)(4)(ii))" /
Page 1. General Information, LoangferinsgProjected Payments, and

Costs at Closing

General information, the “Loan Terms” table, the
at Closing” table are disclosed on the first page of the
(12 CFR 1026.38(a), (b), (c), and (d)). These disclosures
Estimate, and contain the statement “Compare this docume
(12 CFR 1026.38(a)(2)).

Page 1 of the Closing Disclosure is similar, but not identical, to the Loan Estimate. Page 1 of
the Closing Disclosure provides general closing, transaction, and loan information. It also
includes a “Loan Terms” table with descriptions of applicable information about the loan, a
“Projected Payments” table, and a summary “Costs at Closing” table (12 CFR 1026.38(a)-

(d)).
General Information
The top of page 1 of the Closing Disclosure requires the title “Closing Disclosure” and a

specified statement to compare the disclosure with the Loan Estimate (12 CFR 1026.38(a)(1)
and (2)). The top of page 1 also requires general closing, transaction, and loan information.
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Closing information includes the date the Closing Disclosure was delivered to the consumer,
closing date (i.e., the date of consummation), disbursement date, settlement agent conducting
the closing, file number assigned by the settlement agent, property address or location, and
sale price (or appraised property value if there is no seller) (12 CFR 1026.38(a)(3)). For
transactions without a seller for which the creditor has not obtained an appraisal, the creditor
may disclose the estimated value of the property, using the estimate provided by the
consumer at application or the estimate the creditor used to determine approval of the credit
transaction (Comment 38(a)(3)(vii)-1).

Transaction information includes the borrower’s name and mailing address, the seller’s name
and mailing address, and the name of the creditor making the disclosure
(12 CFR 1026.38(a)(4)).

Loan information in
the same number
number), if req
this information is dgtermi
updated to reflect the

es the loan term, purpose, product, loan type, loan ID number (using
Loan Estimate), and mortgage insurance case number (MIC
editor (12 CFR 1026.38(a)(5)). Other than the MIC number,
the same definitions for those items on the Loan Estimate,
the legal obligation at consummation (Comment 38(a)(5)-1).

Loan Terms Table

The “Loan Terms” table is locate

disclosures. The information for thi
under 12 CFR 1026.37(b), updated to
consummation (12 CFR 1026.38(b)).

Projected Payments Table Q
The “Projected Payments” table is located directly b

of the Closing Disclosure. The information for this table

der th@)above described general information

ble is th@ same as that required in the Loan Estimate
e ms of the legal obligation at

Terms” table on page 1
he same as that
updated to reflect the
terms of the legal obligation at consummation (other than the'fe p closing cost details
3 g disclosed on the
Closing Disclosure for transactions subject to RESPA are determined under the escrow
account analysis described in Regulation X, 12 CFR 1024.17. For transactions not subject to
RESPA, estimated escrow payments may be determined under the escrow account analysis
described in Regulation X, 12 CFR 1024.17, or in the manner set forth in

12 CFR 1026.37(c)(5). There is also a required reference to the detailed escrow account
disclosures on page 4 of the Closing Disclosure (12 CFR 1026.38(c)).

Costs at Closing Table

The “Costs at Closing” table, located at the bottom of page 1, provides disclosures on
Closing Costs and Cash to Close (12 CFR 1026.38(d)). These disclosures offer the consumer
a high-level summary of Closing Costs and reference the more detailed itemizations found on
pages 2 and 3 of the Closing Disclosure (12 CFR 1026.38(d)(2)(i)(E) and (ii)(B)). Items that
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are disclosed in the “Cash at Closing” table include Total Closing Costs, as well as the key
inputs making up this total: Loan Costs and Other Costs, less lender credits (and the fact that
Total Closing Costs include these amounts) (12 CFR 1026.38(d)(1)(i)). The table also
discloses cash required to close (12 CFR 1026.38(d)(1)(ii)). For transactions without a seller,
the creditor must use the alternative “Calculating Cash to Close” table when the alternative
“Costs at Closing” table was used on the Loan Estimate (12 CFR 1026.38(d)(2)).

Page 2: Closing Cost Details; Loan Costs and Other Costs

Page 2 of the Closing Disclosure contains an itemization of the Loan Costs and Other Costs
associated with the loan (12 CFR 1026.38(f), (g), and (h)). In each case, the amounts paid by
the consumer, seller, and others are separately disclosed. For items paid by the consumer or
seller, amounts paid at closing are disclosed in a column separately from amounts paid before

oan Costs” and “Other Costs” tables can be expanded and
losure of additional line items and to keep the “Loan Costs”

e required to be disclosed cannot be deleted, even if
they are not charged to th r{such as the “Points” in the “Origination Charges”

subheading) (Comment 38(t)

the Closing Disclosure, but only if the accommaodate all of the costs required to
be disclosed on one page (12 CFR 1026. , Comment 38(t)(5)(iv)-2). When
used, these pages are numbered page 2a and 2b at 38(t)(5)(iv)-3). For an example of
this permissible change to the Closing Disclosu H-25(H) of appendix H to
Regulation Z.

Further, the “Loan Costs” and “OthegCosts” @bles can be disclosed on two separate pages of
g
(

Loan Costs Table

All loan costs associated with the transaction are listed in a tablg @ e heading “Loan
Costs,” with the items and amounts listed under four subheading

Origination Charges

Services Borrower Did Not Shop For
Services Borrower Did Shop For

Total Loan Costs (12 CFR 1026.38(f)(1)-(5))

Items should generally be the same as disclosed on the Loan Estimate, updated to reflect the
terms of the legal obligation at consummation, except as discussed below
(12 CFR 1026.38(f)).
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Origination Charges

All loan originator compensation is disclosed as an origination charge, including
compensation from the creditor to a third-party loan originator (which was not disclosed on
the Loan Estimate). Compensation from the consumer to a third-party loan originator is
designated as Borrower-Paid at Closing or Before Closing on the Closing Disclosure

(12 CFR 1026.38(f)(1), Comment 38(f)(1)-2). Compensation from the creditor to a third-
party loan originator is designated as Paid by Others on the Closing Disclosure

(Comment 38(f)(1)-2). This line item must also disclose the name of the loan originator
ultimately receiving the payment (12 CFR 1026.38(f)(1)). A designation of (L) can be listed
with the amount to indicate that the creditor pays the compensation at consummation. This is
the same as the amount of third-party compensation included in points and fees for purposes
of determining the consumer’s ability to repay the loan (Comment 38(f)(1)-3). Compensation
to individual loan originators employed by the creditor is not calculated or disclosed on the
Closing Disclosur.

Services the Consugner Did Not Shop For

The following items are'8ii er “Services Borrower Did Not Shop For,” regardless
of where the items were loCated Ol the Loan Estimate:

e Items that the consumer could h@e shofped for, but did not.
e Services the consumer chose to n frog#a provider on the written list of providers for

Items are re-alphabetized when an item is added oved from a particular subheading.
The amounts that are designated as Borrower-Paid aigr betore closing are subtotaled as
“Total Loan Costs (Borrower-Paid).” Amounts designated Iler-Paid or Paid by Others

are not included in this subtotal (they are included elst
(Comment 38(f)(5)-1, 12 CFR 1026.38(h)(2)).

Closing Cost Subtotal)

Other Costs Table

Items should generally be the same as disclosed on the Loan Estimate, updated to reflect the
terms of the legal obligation at consummation, except as discussed below
(12 CFR 1026.38(9)).

Taxes and Other Government Fees. Itemized transfer taxes paid by the consumer and by
the seller are disclosed, instead of just the sum total of transfer taxes to be paid by the
consumer (12 CFR 1026.38(g)(1)).

Prepaids. An itemization of homeowner’s insurance premiums, MIPs, prepaid interest,
property taxes and a maximum of three additional items (12 CFR 1026.37(g)(2)), the name of
the person ultimately receiving the payment or government entity assessing the property tax,
and the total of all such itemized amounts that are designated Borrower-Paid at or before
closing (12 CFR 1026.38(g)(2)).

Comptroller's Handbook 105 Truth in Lending Act



Version 2.0 Introduction
>Subpart E—Special Rules for Certain Home Mortgage Transactions

Initial Escrow Payment at Closing. Property taxes paid during different time periods may
be disclosed as separate items (12 CFR 1026.38(g)(3)).

This section of the table also includes, as the last item disclosed, an aggregate adjustment
calculated pursuant to Regulation X, 12 CFR 1024.17(d)(2) (12 CFR 1026.38(g)(3)).

Other. This section of the table includes charges for services that are required or obtained in
the real estate closing by the consumer, the seller, or other party, and the name of the person
ultimately receiving the payment, even if not initially disclosed on the Loan Estimate

(12 CFR 1026.38(g)(4)). This includes all real estate brokerage fees, homeowner’s or
condominium association charges paid at consummation, home warranties, inspection fees,
and other fees that are part of the real estate closing but not required by the creditor or not
disclosed elsewhere on the Closing Disclosure (Comment 38(g)(4)-1). The amount of real
estate commissions paid must be the total amount paid to any real estate brokerage as a
commission, rega the identity of the party holding any earnest money deposit
(Comment 38(g¥4)-

If there are costs that nent of title insurance services, their label must begin with
“Title -,” and, if there a ated Borrower-Paid at or before closing for any
premiums paid for separate’igguragceywarranty, guarantee, or event-coverage products, they

must be labeled “(optional)” 38(g)(4)(i) and (ii)).

Total Other Costs (Borrower-Paid) (1 026%38(g)(5)). Below this total, the sum of
Total Loan Costs and Total Other Costs (Bor, -Paid), less any lender credits (separately
itemized), must be disclosed as a line item aS To, osipg Costs (Borrower-Paid)

(12 CFR 1026.38(g) and (h)).

The sum of any of these amounts th areywer-Paid must be disclosed as a line item as

Page 3: Calculating Cash to Close, Sum ansactions, and
Alternatives for Transactions Without a Sell

Page 3 of the Closing Disclosure contains the “Calculating Cask ge” table and

“Summaries of Transactions” table (12 CFR 1026.38(i), (j), and
Calculating Cash to Close Table

The “Calculating Cash to Close” table permits the consumer to see what costs have changed
from the Loan Estimate. This table contains nine items:

Total Closing Costs

Closing Costs Paid Before Closing
Closing Costs Financed

Down Payment/Funds From Borrower
Deposit

Funds for Borrower

Seller Credits
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e Adjustments and Other Credits
e Total Cash to Close (12 CFR 1026.38(i))

The table has three columns that disclose (1) the amount for each item as it was disclosed on
the Loan Estimate, (2) the final amount for the item, and (3) an answer to the question “Did
this change?” (12 CFR 1026.38(i)). Generally, the amounts disclosed in the Loan Estimate
column will be the amounts disclosed on the Loan Estimate (or a revised Loan Estimate)

(12 CFR 1026.38(i)(1)(i), (3)(1), (4)(1), (5)(i), (6)(i), (7)(i), (8)(i), and (9)(i}).

Funds from the borrower and funds for the borrower are determined by subtracting the
principal amount of the credit extended (excluding the actual amount of the closing costs that
are to be paid out of loan proceeds, if any, stated as a negative number, disclosed pursuant to
12 CFR 1026.38(i)(3)(ii)) from the total amount of all existing debt being satisfied in the real
estate closing and digglosed as the amounts the consumer owes or is reimbursing to the seller
under 12 CFR 10 4@ 1)(v), except for the amount of debt satisfied and disclosed as other
costs in the closifig c@sisfdetails under 12 CFR 1026.38(g) (12 CFR 1026.38(i)(6)(iv) and

(1) (@)(v)). If this amqlint j itive, it is disclosed as $0 under the heading “Funds for
Borrower.” If this am egative, it is disclosed as a negative number under the heading
“Funds for Borrower,” a disclosed under “Funds from Borrower.” If the
amount is $0, then $0 must'b@dis@loséd under both the headings “Funds From Borrower”
and “Funds for Borrower” (1 88(1)(6)(iv)).

When amounts have changed, the diSglosure gglist indicate where the consumer can find the
amounts that have changed on the Loan Esi or example, if the seller credit amount
changed, the creditor can indicate that the"cg er spould “See Seller Credits in Section L”
(Comment 38(i)-3). Other examples of languag items are found in example Form
H-25(B) in appendix H of Regulation Z.

Increases in Total Closing Costs That Exceed Leg

ing costs set forth in
12 CFR 1026.19(e)(3), the form must include a statement that a age in closing costs
exceeds the legal limits by the dollar amount of the excess in the“%Rigdsthis change?” column
(12 CFR 1026.38(i)(2)(iii)(A)(3)). A statement directing the consumer to the lender credit on
page 2 must also be included if a credit to the consumer at closing for the excess amount is
provided by the creditor (Comment 38(i)(1)(iii)(A)-3). The dollar amount must be the sum of
all excess amounts, taking into account the different methods of calculating excesses of the
limitations on increases in closing costs under 12 CFR 1026.19(e)(3)(i) and (ii)

(12 CFR 1026.38(i)(1)(iii)(A)(3)).

Closing Costs Paid Before Closing

The amount disclosed in the “Loan Estimate” column for the Closing Costs Paid Before
Closing item is $0 (12 CFR 1026.38(i)(2)(i)). The “Final” column should disclose the same
amount designated as Borrower-Paid Before Closing in the Closing Costs Subtotals of the
“Other Costs” table on page 2 of the Closing Disclosure. Under the subheading “Did this
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change?,” if the amount disclosed is different from the amount disclosed in the Loan
Estimate, a statement of that fact should be included; if it is equal to the amount disclosed on
the Loan Estimate, a statement of that fact should be included (12 CFR 1026.38(i)(2)(iii)).

Alternative Calculating Cash to Close Table

For transactions without a seller in which the alternative “Calculating Cash to Close” table
was used on the Loan Estimate, the Closing Disclosure must also use the alternative
“Calculating Cash to Close” table under 12 CFR 1026.38(e). This table includes the
following:

Loan Amount
Total Closing Costs

Closing Costs Filan

The table has three colu that\@isClose (1) the amount for each item as it was disclosed on

the Loan Estimate, (2) the fingl arount for the item, and (3) an answer to the question “Did

this change?” along with a stat her the amount increased, decreased, or is equal

to the amount disclosed in the Loan stimyz CFR 1026.38(e)). Generally, the amounts
et

disclosed in the Loan Estimate colu amount, total closing costs, closing costs
paid before closing, and total payoffs and s (12 CFR 1026.38(e)(1)(1), (2)(1), (3)(1),

and (4)(i)).

Cash to or from the consumer is disclosed in the¥fir lumns of the row labeled Cash to
Close. The first column contains amounts disclosed stimate. The second
column discloses the final amount due from or to the cons ulated by the sum of the

and Payments. These amounts are disclosed as a positive numb
whether the funds are due from or to the consumer (12 CFR 10268

Closing costs financed are disclosed in the third column of the row labeled “Cash to Close”
in the “Calculating Cash to Close” table. This amount is calculated by the sum of the final
loan amount (12 CFR 1026.38(e)(1)(ii)) and the final total payoffs and payments

(12 CFR 1026.38(e)(4)(ii)), but is only disclosed to the extent that the sum is greater than
zero and less than or equal to the sum of borrower-paid closing costs (disclosed under

12 CFR 1026.38(h)(2)) designated Borrower-Paid Before Closing (12 CFR 1026.38(e)(6)).

Summaries of Transactions Table
The “Summaries of Transactions” table contains required itemizations of the borrower’s and

the seller’s transactions (12 CFR 1026.38(j)-(k)). The table discloses amounts due from or
payable to the consumer and seller at closing, as applicable (12 CFR 1026.38(k)(1) and (2)).
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A separate Closing Disclosure can be provided to the consumer and the seller that does not
reflect the other party’s costs and credits by omitting specified disclosures on each separate
Closing Disclosure (12 CFR 1026.38(t)(5)(v), (vi), and (ix)).

Additional pages may be attached to the Closing Disclosure to add lines to provide a
complete listing of all items required to be shown on the Closing Disclosure and for
customary recitals and information used locally in real estate closings (for example, a
breakdown of payoff figures, a breakdown of the consumer’s total monthly mortgage
payments, an accounting of debits received and check disbursements, a statement of receipt
of funds, applicable special stipulations between consumer and seller, and the date funds are
transferred) (Comment 38(j)-2).

Generally, the “Summaries of Transactions” table is similar to the “Summary of Borrower’s
Transaction” and “Sugamary of Seller’s Transaction” tables on the HUD-1 Settlement
Statement provid Regulation X before the TILA-RESPA Integrated Disclosure Rule
took effect. Thet€ ar e modifications to the Closing Disclosure related to the handling of
the disclosure of the €ons deposit, the disclosure of credits, and specific guidance on
other matters that ma ve Been clear in the HUD-1 instructions.

In transactions without a séell
page 2, and a “Payoffs and Pa
Transactions” table and placed befo
page 3 of the Closing Disclosure (1
of Form H-25(J) of appendix H to Re

ler-Paid column for closing costs may be deleted on
may be substituted for the “Summaries of

Borrower’s Transaction

Amounts Due from Borrower: The sale price of 4§
property included in the sale, and total amount of cloSime
closing, calculated with lender credits as a negative num

personal property for this disclosure (Comment 38(j)(1)(ii)-1).

Adjustments: Includes additional items that the seller has paid before the real estate closing
but that will be reimbursed by the consumer at closing. These are items such as rent the
consumer will collect after closing, a tenant’s security deposit, or outstanding real estate
property taxes when there is not a corresponding credit in the seller’s transaction (Comments
38(j)(1)(v)-1 and -2).

Adjustments for Items Paid by the Seller in Advance: The prorated amount of prepaid
taxes due from the consumer to reimburse the seller, and the time periods. The taxes are
labeled City/Town Taxes, County Taxes, and/or Assessments, as appropriate

(12 CFR 1026.38(j)(1)(vi)-(ix)). If there are additional items paid by the seller and due from
the consumer, they are also itemized. Examples include taxes paid in advance, flood or
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insurance premiums if the insurance is under the same policy, mortgage insurance for
assumed loans, condominium assessments, fuel or supplies on hand, and ground rent paid in
advance (Comment 38(j)(1)(x)-1).

Itemization of Amounts Paid Already by or on Behalf of Borrower at Closing: These
amounts are itemized in the second part of the “Summary of Transactions” table and include
the following:

e Deposits. If there is no deposit, this line is left blank. If the deposit was reduced to pay
closing charges before closing, the reduction should be shown in the “Closing Cost
Details” table and designated as borrower-paid before closing (Comments 38(j)(2)(ii)-1
and -2).

e Loan Amount. The construction or purchase loan amount for a structure or purchase of a
new manufactureghbome that is real property. For construction loans or loans for

manufactured at are real property under applicable state law, the loan amount for
the current tfansaBiie st be disclosed, and the sales price of the land and the
construction cosgior t of the manufactured home should be disclosed separately
(Comment 38(j)(2)d)-

e Existing Loans AssufMgd or Subject To. Along with the outstanding amount of any
loans that the consumer iglass@imifg or taking title subject to (Comment 38(j)(2)(iv)-1).

o Seller Credit. If the seller | i ump sum at closing that is not otherwise

itemized, to pay for loan costs a
the consumer, this amount is lab8lgd Sell
consumer receives a generalized credi
(typically a builder) is making an allo
separately, the amount of the credit must be
a specific loan cost, or other cost listed in th
should be reflected in the “Seller-Paid” colum Igsing Cost Details” table.

e Any other obligations of the seller to be paid directly e cogsumer, such as for issues
identified at a walk-through of the property before cld§ing t€omuments 38(j)(2)(v)-1 and
- 2).

e Other Credits. Itemized with a description and the amounts{z on behalf of the
consumer, and not otherwise disclosed. Examples of other cre clude credits from a
real estate agent, subordinate financing proceeds, satisfaction of existing subordinate
liens by the consumer, transferred escrow balances, and gift funds
(Comments 38(j)(2)(vi)-1 to -5).

er obligations of the seller to be paid directly to
redit (12 CFR 1026.38(j)(2)(v)). When the
seller for closing costs or when the seller
onsumer for items to purchase

ost Details” table, that amount

Adjustments for Items Unpaid by Seller: Include prorated unpaid taxes due from the seller
to reimburse the consumer at closing, along with the time period and labeled City/Town
Taxes, County Taxes, and/or Assessments, as appropriate (12 CFR 1026.38(j)(2)(vii)—(x)). If
there are additional items that have not been paid and that the consumer is expected to pay
after closing but which are attributable to the time before closing, they are itemized here

(12 CFR 1026.38(j)(2)(x1)). Examples include utilities used by but not paid for by the seller,
rent collected in advance, or interest on a loan assumption (Comment 38(j)(2)(xi)-1).
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Calculation of the borrower’s transaction: Disclosed by including the Total Due From
Borrower at Closing; the amount labeled “Total Paid Already by or on Behalf of Borrower at
Closing,” if any, disclosed as a negative number; and a statement that the resulting amount,
labeled Cash to Close, is due from or to the consumer (12 CFR 1026.38(j)(3)).

Paid Outside of Closing: Costs that are not paid from closing funds but would otherwise be
part of the “Borrower’s Transaction” table, marked as “P.O.C.” for Paid Outside of Closing.
There must also be a statement of the party making the payment, such as the consumer,
seller, loan originator, real estate agent, or any other person. For an example, see Form H-
25(D) of appendix H to Regulation Z (Comment 38(j)(4)(i)-1).

Seller’s Transaction

Amounts Due to Seller at Closing: Include the sale price of the property, the sale price of
any personal prop uded in the sale, and a description and the amount of other items
paid to the selledby nsumer pursuant to a contract, such as charges that were not
disclosed on the Loall Estinate, or items paid by the seller before closing but reimbursed by
the consumer at closin FR'1026.38(k)(2)(ii)-(iv)).

Adjustments for Items P y'Sellér in Advance: Include the prorated amount of prepaid

taxes due from the consumer tQye e seller, and the time periods. The taxes are

labeled City/Town Taxes, County T@Xes, an@l/or Assessments as appropriate

(12 CFR 1026.38(K)(1)(v)-(viii)). If ere?iitional items paid by the seller and due from
1

the consumer, they are also itemized .38(k)(1)(ix)).

emized in the second part of the
of any deposits disbursed to the
ation also includes the amounts

Itemization of Amounts Due From Seller at

“Summary of Transactions” table. These includ
seller before closing and seller-paid closing costs.
of any existing loans that the consumer is assuming a
a first lien or a second lien on the property that will be pai
includes seller credit, an amount that the seller will provi

obligations required to be paid by the seller at closing are disclosed, including any lien-
related payoffs, fees, or obligations (12 CFR 1026.38(k)(2)(ii)—(vii)).

Adjustments for Items Unpaid by Seller: Include prorated unpaid taxes due from the seller
to reimburse the consumer at closing, along with the time period, and labeled City/Town
Taxes, County Taxes, and/or Assessments, as appropriate (12 CFR 1026.38(k)(2)(x)—(xii)). If
there are additional items that have not been paid and that the consumer is expected to pay
after closing but which are attributable to the time before closing, they are itemized here

(12 CFR 1026.38(k)(2)(xiii)).

Calculation of the Seller’s Transaction: Disclosed by including the total due to seller at
closing; the amount labeled Total Due From Seller at Closing, if any, disclosed as a negative
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number; and a statement that the resulting amount, labeled Cash, is due from or to the seller
(12 CFR 1026.38(k)(3)).

Paid Outside of Closing: Costs that are not paid from closing funds but that would
otherwise be part of the “Seller’s Transaction” table, marked as “P.O.C.” for Paid Outside of
Closing. There must also be a statement of the party making the payment

(12 CFR 1026.38(k)(4)).

Page 4: Additional Information About This Loan

Page 4 of the Closing Disclosure groups several required loan disclosures together, generally
using specified language, including the following:

e Information conggping future assumption of the loan by a subsequent purchaser, as

that impose a fee for a late payment, including the
fee is imposed and the amount of such fee or how it

is calculated (as required @y T2 CFR 1026.37(m)(4)) (12 CFR 1026.38(1)(3)).

e Whether the regular perio an cause the principal balance of the loan to
increase (i.e., whether there coull be ne@ative amortization) (12 CFR 1026.38(1)(4)).

e The creditor’s policy regarding pagtial payfments by the consumer
(12 CFR 1026.38(1)(5)).

e A statement that the consumer is granti
an identification of the property) (12 CFR 1

e Specified information related to any escrow ac
specified estimated escrow costs over the first y8 ummation (or a statement
that an escrow account has not been established, wi cripgion of specified estimated
property costs during the first year after consummationy, (L2NCFRAM026.38(1)(7)).

interest in the property (along with

| by the servicer, including

If the periodic principal and interest payment may change after ation, other than
due to a change in interest rate or when the loan is a seasonal pay product, page 4 of the
Closing Disclosure must also include an AP table (12 CFR 1026.38(m)). If the loan’s interest
rate may increase after consummation, page 4 of the Closing Disclosure must also include an
AIR table (12 CFR 1026.38(n)). These are the tables required in the Loan Estimate at

12 CFR 1026.37(i) and (j), respectively, updated to reflect the terms of the loan at
consummation.

Page 5: Loan Calculations, Other Disclosures, and Contact Information

Page 5 of the Closing Disclosure provides a “Loan Calculations” table, as well as specified
other disclosures, BCFP contact information for questions, contact information for
participants in the transaction, and, if desired by the creditor, a signature table to confirm
receipt of the Closing Disclosure (12 CFR 1026.38(0)-(s)).
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Loan Calculations Table

The “Loan Calculations” table discloses the following:

e Total of Payments (total paid after all scheduled payments of principal, interest, mortgage
insurance, and loan costs are made)

e Finance Charge

e Amount Financed

e APR

e TIP (the total amount of interest paid over the loan term as a percentage of the loan
amount) (12 CFR 1026.38(0), and 37(1)(3) and its commentary)

The APR and TIP amounts should be updated from the amounts disclosed on the Loan

—RESPA Integrated Disclosures Formulas” Quick Reference
is booKlet fgr an overview of the formulas for Total of Payments

Guide in appendix H of
and TIP.

Other Disclosures Table

The “Other Disclosures” table includes a%
free copy of the appraisal (for HPMLs unde 026.35 and loans covered by the
Equal Credit Opportunity Act); a warning about pepces of nonpayment under the
contract; a statement about whether applicable stated@ Qvides for continued consumer
liability after foreclosure; a statement concerning tig ability to refinance the

loan; and a statement concerning the extent that the interesign th&loan can be included as a
tax deduction by the consumer (12 CFR 1026.38(p)).

arding the lender’s obligation to provide a

Contact Information Table

The “Contact Information” table discloses the following information for the lender, mortgage
broker, real estate broker (buyer and seller), and settlement agent:

Name

Address

NMLS or state license ID number (as applicable)

Name of an individual primary contact for the consumer (and NMLS ID or license 1D
number for that person)

Email address

e Phone number (12 CFR 1026.38(r))
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Mortgage Transfer Disclosures—12 CFR 1026.39

Notice of new owner: No later than 30 calendar days after the date on which a mortgage
loan is acquired by or sold, assigned, or otherwise transferred*® to a third party, the “covered
person”4% must notify the consumer clearly and conspicuously in writing, in a form that the
consumer may keep, of such transfer and include the following information:

Identification of the loan that was sold, assigned, or otherwise transferred.
Name, address, and telephone number of the covered person.
Date of transfer.
Name, address, and telephone number of an agent or party having authority, on behalf of
the covered person, to receive notice of the right to rescind and resolve issues concerning
the consumer’s payments on the mortgage loan.

angfer of ownership of the debt to the covered person is or may be
recorded in g % prds or, alternatively, that the transfer of ownership has not been

recorded in publi§ TECogs,at the time the disclosure is provided.

e At the option of the redNperson, any other information regarding the transaction.

t ba@provided for any consumer credit transaction that is
sumer, as well as for any closed-end consumer
or feal property. Thus, the notification requirement

ns and¥open-end HELOCs secured by a principal
w d person even if the loan servicer remains

alivery of the notice when there is

, the covered persons must

| covered persons. If one of
d to resolve issues
information only for
cguire a partial

This notice of sale or tranSfer
secured by the principal dwe
credit transaction secured by a
applies to all closed-end mortgage |
dwelling. This notification is require
the same.

Regulation Z also establishes special rules regargli d
more than one covered person. In a joint acquisi |0
provide a single disclosure that lists the contact infoOhgQatig
the covered persons is authorized to receive a notice of re
concerning the consumer’s payments, the disclosure may
that covered person. In addition, if the multiple covered per :
interest in the loan pursuant to separate and unrelated agreemert ay provide either a
single notice or separate notices. Finally, if a covered person acqu loan and
subsequently transfers it to another covered person, a single notice may be provided on
behalf of both of them, as long as the notice satisfies the timing and content requirements
with respect to each of them.

39 The date of transfer to the covered person may, at the covered person’s option, be either the date of
acquisition recognized in the books and records of the acquiring party or the date of transfer recognized in the
books and records of the transferring party.

40 A “covered person” means any person, as defined in 12 CFR 1026.2(a)(22), that becomes the owner of an
existing mortgage loan by acquiring legal title to the debt obligation, whether through a purchase, assignment,
or other transfer, and who acquires more than one mortgage loan in any 12-month period. For purposes of this
section, a servicer of a mortgage loan shall not be treated as the owner of the obligation if the servicer holds title
to the loan as a result of the assignment of the obligation to the servicer solely for the administrative
convenience of the servicer in servicing the obligation (12 CFR 1026.39(a)(1)).
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In addition, there are three exceptions to the requirement to provide the notice of sale or
transfer:

e The covered person sells, assigns, or otherwise transfers legal title to the mortgage loan
on or before the 30th calendar day following the date of transfer on which it acquired the
mortgage loan.

e The mortgage loan is transferred to the covered person in connection with a repurchase
agreement that obligates the transferring party to repurchase the mortgage loan (unless
the transferring party does not repurchase the mortgage loan).

e The covered person acquires only a partial interest in the mortgage loan, and the agent or
party authorized to receive the consumer’s rescission notice and resolve issues
concerning the consumer’s payments on the mortgage loan does not change as a result of
that transfer.

If, upon confirmajd ervicer provides a confirmed successor in interest who is not liable
plfgation with an optional notice and acknowledgment form in

accordance with Reglilati 2 CFR 1024.32(c)(1), the servicer is not required to provide

to the confirmed succ interest the notice of sale or transfer unless and until the
confirmed successor in | ssumes the mortgage loan obligation under applicable
state law or has provided the §ervigerWith an executed acknowledgment in accordance with
Regulation X, 12 CFR 1024.3 )@ hat the confirmed successor in interest has not

revoked (12 CFR 1026.39(f)).

Mortgage transfer notices—partial pay

by Regulation Z to provide mortgage transf
is being transferred, the notice must include inf
that will apply to the mortgage loan. This post- pn partial payment disclosure is
required for a closed-end consumer credit transacti®
other than a reverse mortgage (12 CFR 1026.39(a) and

icies: If a creditor or servicer is required
hen the ownership of a mortgage loan

The partial payment disclosure must include the following ormation under the

heading “Partial Payment” (12 CFR 1026.39(d)(5)):

e If periodic payments that are less than the full amount due are accepted, a statement that
the covered person, using the term “lender,” may accept partial payments and apply such
payments to the consumer’s loan.

e If periodic payments that are less than the full amount due are accepted but not applied to
a consumer’s loan until the consumer pays the remainder of the full amount due, a
statement that the covered person, using the term “lender,” may hold partial payments in
a separate account until the consumer pays the remainder of the payment and then apply
the full periodic payment to the consumer’s loan.

e If periodic payments that are less than the full amount due are not accepted, a statement
that the covered person, using the term “lender,” does not accept any partial payments.

e A statement that, if the loan is sold, the new covered person, using the term “lender,” may
have a different policy.

Comptroller's Handbook 115 Truth in Lending Act



Version 2.0 Introduction
>Subpart E—Special Rules for Certain Home Mortgage Transactions

The text illustrating the disclosure in Form H-25 may be modified to suit the format of the
mortgage transfer notice (Comment 39(d)(5)-1).

Periodic Statements for Residential Mortgage Loans—12 CFR 1026.41

Creditors, assignees, or servicers*! of closed-end mortgages generally are required to provide
consumers with periodic statements for each billing cycle, unless the loan is a fixed-rate loan
and the servicer provides the consumer with a coupon book meeting certain conditions. The
servicer must provide periodic statements within a reasonably prompt time after the payment
is due, or at the end of any courtesy period that the servicer provided for the previous billing
cycle. Delivering, emailing, or placing the periodic statements in the mail within four days of
the close of the courtesy period of the previous billing cycle is generally acceptable. Periodic
statements are not required, however, for the following:

e Reverse mor sactions covered under 12 CFR 1026.33.

e Mortgage loans a consumer’s interest in a time-share plan.

e Fixed-rate loans servicer currently provides consumers with coupon books
that contain certai ount information, contact information for the servicer,

(defined in
ewer mortgage loans, including

an associated nonprofit
rvicer, generally, a

the servicer and

0 determine small
servicer status under the nonprofit small servicer definition, a Wemprofit servicer should
be evaluated based on the mortgage loans serviced by the servicer (and not those serviced
by associated nonprofit entities) as of January 1 for the remainder of the calendar year. A
servicer that ceases to qualify as a small servicer has the later of six months from the time
it ceases to qualify or until the next January 1 to come into compliance with the
requirements of 12 CFR 1026.41. Under 12 CFR 1026.41(e)(4)(iii), the following
mortgage loans are not considered in determining whether a servicer qualifies as a small
servicer: (a) mortgage loans voluntarily serviced by the servicer for a non-affiliate of the

41 Creditors, assignees, and servicers are all subject to the requirements of 12 CFR 1026.41, as applicable.
Creditors, assignees, or servicers may decide among themselves which of them will provide the required
disclosures. Establishing a business relationship in which one party agrees to provide disclosures on behalf of
the other parties does not absolve all other parties from their legal obligations. A creditor or assignee that

currently does not own the mortgage loan or mortgage servicing rights is not subject to the periodic statement
requirement.
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servicer and for which the servicer does not receive any compensation or fees; (b) reverse
mortgage transactions; (c) mortgage loans secured by consumers’ interests in time-share
plans; and (d) certain seller-financed transactions that meet the criteria identified in

12 CFR 1026.36(a)(5).

e A mortgage loan while the consumer is a debtor in bankruptcy under title 11 of the
U.S. Code. Servicers, however, are required to send modified periodic statements (or
coupon books) to consumers who have filed for bankruptcy, subject to certain exceptions.
(See the “Certain Consumers in Bankruptcy” discussion later in this booklet).

e Charged-off loans, if the servicer will not charge any additional fees or interest on the
account and provides a periodic statement including additional disclosures related to the
effects of charge-off in accordance with 12 CFR 1026.41(e)(6).

e A successor in interest under certain conditions: If, upon confirmation, a servicer
provides a configghed successor in interest who is not liable on the mortgage loan

jonal notice and acknowledgment form in accordance with

4.32(c)(1), the servicer is not required to provide to the

st a periodic statement unless and until the confirmed

assumes the mortgage loan obligation under applicable state

law or has provided thg servi@eran executed acknowledgment in accordance with

Regulation X, 12 CFR1024.32(c)(1)(iv), that the confirmed successor in interest has not

revoked (12 CFR 1026.41

Regulation
confirmed succegs

Servicers must provide consumers trywing information in the specified format on

the periodic statements:
Amount Due

e Payment due date

e Amount of any late payment fee

e Date that late payment fees will be assessed to the coASumetys aggount if timely payment
is not made

e Amount due, which must be shown more prominently than @

g€losures on the page

Note: If the transaction has multiple payment options, the amount due under each of the
payment options must be provided.

The commentary to Regulation Z clarifies how servicers must disclose the amount due on
periodic statements when the mortgage loan has been accelerated, is in a temporary loss
mitigation program, or has been permanently modified. The commentary states the
following:

e Acceleration. If the balance of a mortgage loan has been accelerated but the servicer will
accept a lesser amount to reinstate the loan, the amount due must identify only the lesser
amount that will be accepted to reinstate the loan. The periodic statement must be
accurate when provided and should indicate, if applicable, that the amount due is accurate
only for a specified period of time. For example, the statement may include language
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such as “as of [date]” or “good through [date]” and provide an amount due that will
reinstate the loan as of that date or good through that date, respectively
(Comment 1026.41(d)(1)-1).

e Temporary loss mitigation programs. If the consumer has agreed to a temporary loss
mitigation program, the amount due may identify either the payment due under the
temporary loss mitigation program or the amount due according to the loan contract
(Comment 1026.41(d)(1)-2).

e Permanent loan modifications. If the loan contract has been permanently modified, the
amount due must identify only the amount due under the modified loan contract
(Comment 1026.41(d)(1)-3).

Explanation of Amount Due

e Explanation of thg¢damount due, including the monthly payment amount with a
breakdown o ch will be applied to principal, interest, and escrow.

e Total sum offany ang charges imposed since the last statement.

e Any payment amipu st'due.

Mortgage loans with multigle pafment options must also have a breakdown of each payment
option, along with informatiofi re§arding how each payment option will affect the principal.

Note: The commentary to Regulati
that must be included on periodic st

ies the explanation of amount due disclosures
en mortgage loans have been accelerated or

accelerated but the servicer will
ation of amount due must list both

and the accelerated amount.
oURt that would otherwise be

The periodic statement must also include an explanation that t @ 2ement amount will
be accepted to reinstate the loan through the “as of [date]” or “goOemtiffough [date],” as
applicable, along with any special instructions for submitting the payment. The explanation
should be on the front page of the statement or, alternatively, may be included on a separate
page enclosed with the periodic statement. The explanation may include related information,
such as a statement that the amount disclosed is “not a payoff amount”

(Comment 1026.41(d)(2)-1).

e Acceleration. If the balance of a mortgage |
accept a lesser amount to reinstate the loan,
the reinstatement amount that is disclosed as thihg
The servicer is not required to list the monthly payf
required under 12 CFR 1026.41(d)(2)(i).

e Temporary loss mitigation programs. If the consumer has agreed to a temporary loss
mitigation program and the amount due identifies the payment due under the temporary
loss mitigation program, the explanation of amount due must include both the amount
due according to the loan contract and the payment due under the temporary loss
mitigation program. The statement must also include an explanation that the amount due
is being disclosed as a different amount because of the temporary loss mitigation
program. The explanation should be on the front page of the statement or, alternatively,
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may be included on a separate page enclosed with the periodic statement or in a separate
letter (Comment 1026.41(d)(2)-2).

Past Payment Breakdown: The total of all payments received since the last statement and
the total of all payments received since the start of the calendar year, including, for each
payment, a breakdown of how the payment(s) was applied to principal, interest, escrow, fees
and charges, and any amount held in a suspense or unapplied funds account (if applicable).

Transaction Activity: A list of transaction activity (including dates, a brief description, and
amount) for the current billing cycle, including any credits or debits that affect the current
amount due, with the date, amount, and brief description of each transaction.

Partial Payment Information: If a statement reflects a past partial payment held in a
suspense or unapplieghfunds account, information explaining what the consumer must do to
have the payment to the mortgage. Information must be on the front page or a

ept or in a separate letter.

Contact Information; formation for the servicer, including a toll-free telephone
number and email addreSg(i le) that the consumer may use to obtain information
regarding the account. Contagt infgrmiation must be on the front page of the statement.

Account Information: Account inf@matioR, including the outstanding principal balance, the
current interest rate, the date after wiich the iggerest rate may change if the loan is an ARM,
and any prepayment penalty, as well aSthegeb glldress for the BCFP’s or HUD’s list of

I

homeownership counselors or counseling‘or tiogs and the HUD toll-free telephone

Delinquency Information: Servicers must provide
delinquent on past payments additional information rée
statements. For purposes of 12 CFR 1026.41(d)(8), the |

becomes due and unpaid, even if the consumer is afforded a period after the due date to pay
before the servicer assesses a late fee. A consumer is delinquent if one or more periodic
payments of principal, interest, and escrow, if applicable, are due and unpaid

(Comment 1026.41(d)(8)-1).

These items must be grouped together in close proximity to one another. To meet this
requirement, the items to be provided in close proximity must be grouped together and set off
from other groupings of items. Items in close proximity may not have an unrelated text
between them. Text is unrelated if it does not explain or expand upon the required
disclosures. This may be accomplished in a variety of ways, for example, by presenting the
information in boxes, or by arranging the items on the document and including spacing
between the groupings. Items in close proximity may not have any unrelated text between
them. Text is unrelated if it does not explain or expand upon the required disclosures
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(Comment 1026.41(d)-1). Furthermore, the additional information must include the
following:

e The length of the consumer’s delinquency.

e A notification of the possible risks of being delinquent, such as foreclosure and related
expenses.

e An account history for either the previous six months or the period since the last time the
account was current (whichever is shorter), which details the amount past due from each
billing cycle and the date on which payments were credited to the account as fully paid.

e A notice stating any loss mitigation program that the consumer has agreed to (if
applicable).

e A notice stating whether the servicer has initiated a foreclosure process.

e Total payments necessary to bring the account current.

e Areference to whnership counseling information (see “Account Information”
above).

The regulation does fot ibiyadding to the required disclosures, as long as the additional
information does not oWgrwhelm gg obscure the required disclosures. For example, while
certain information about%e es ccount (such as the account balance) is not required on

the periodic statement, this infform@ation may be included.

must give affirmative consent to rec ents electronically.

The periodic statement may be provied el/mnically if the consumer agrees. The consumer
tat

For sample periodic statements, see appendig’H- egulation Z.

tatements provided in appendix
ortgage loan agreement if
such language is not applicable. For example, in the case imed successor in interest
who has not assumed the mortgage loan obligation unde te law and is not
otherwise liable on the mortgage loan obligation, a servicer 'Wthe forms to

e use “this mortgage” or “the mortgage” instead of “your mortgdge®

e use “The payments on this mortgage are late” instead of “You are late on your mortgage
payments.”

e use “This is the amount needed to bring the loan current” instead of “You must pay this
amount to bring your loan current.”

(Comment 1026.41(c)-5).

Certain Consumers in Bankruptcy—12 CFR 1026.41(e)(5) and
12 CFR 1026.41(f)

Servicers must send modified periodic statements (or coupon books) to certain consumers
while any consumer on a mortgage loan is a debtor in a bankruptcy under title 11 of the
U.S. Code, or if such consumer has discharged personal liability for the mortgage loan under
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Chapter 7, 11, 12, or 13 bankruptcy (12 CFR 1026.41(f)). The modified periodic statement
requirements are subject to certain exemptions.

Under 12 CFR 1026.41(e)(5)(i), a servicer is exempt from the periodic statement
requirements with regard to a mortgage loan if

e any consumer on the loan is a debtor in bankruptcy under title 11 of the U.S. Code or if
such consumer has discharged personal liability for the mortgage loan under Chapter 7,
11, 12, or 13 bankruptcy or the consumer has discharged personal liability for mortgage
loan through bankruptcy; and

e with regard to any consumer on the mortgage loan,

— the consumer requests in writing that the servicer cease providing a periodic
statement or coupon book;

he mortgage loan, provides for the avoidance of the lien securing
therwise does not provide for the payment of the pre-

regard to the dwellin ing the mortgage loan or requiring the servicer to cease

providing a periodic st pon book; or

— the consumer files with the Bankrupt@y court a statement of intention pursuant to
11 USC 521(a) identifying amigtent t@fSurrender the dwelling and the consumer has
not made any partial or periodic payme
commencement of the bankruptcy ¢

er reaffirms personal liability
the servicer provide a
periodic statement or coupon book, unless a court enters a the bankruptcy case
peN book.

Servicers not meeting the above exemption must send modified
coupon books with regard to a mortgage loan as required by 12 #026.41(f) while any
consumer on a mortgage loan is a debtor in a bankruptcy under title 11 of the U.S. Code or if
such consumer has discharged personal liability for the mortgage loan under Chapter 7, 11,
12, or 13 bankruptcy. The content of the periodic statements will vary depending on whether
the consumer is a debtor in a chapter 7 or 11 bankruptcy case, or a chapter 12 or 13
bankruptcy case. Appendix H-30(E) includes a “Sample Form of Periodic Statement for
Consumer in Chapter 7 or Chapter 11 Bankruptcy” and appendix H-30(F) includes a
“Sample Form of Periodic Statement for Consumer in Chapter 12 or Chapter 13 Bankruptcy”
that servicers may use for consumers in bankruptcy to ensure compliance with

12 CFR 1026.41.

Servicers not meeting the exemption must send modified periodic statements or coupon
books as required by 12 CFR 1026.41(f).
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Valuation Independence—12 CFR 1026.42

Regulation Z seeks to ensure that real estate appraisers, and others preparing valuations, are
free to use their independent professional judgment in assigning home values without
influence or pressure from those with interests in the transactions. Regulation Z also seeks to
ensure that appraisers receive customary and reasonable payments for their services.
Regulation Z’s valuation rules apply to creditors and settlement service providers for
consumer credit transactions secured by the consumer’s principal dwelling (“covered
transaction”) and include several provisions that protect the integrity of the appraisal process
when a consumer’s principal dwelling is securing the loan. In general, the rule prohibits
“covered persons” from engaging in coercion, bribery, and other similar actions designed to
cause anyone who prepares a valuation to base the value of the property on factors other than
the person’s independent judgment.*? More specifically, Regulation Z

other similar actions designed to cause appraisers to base the

ies on factors other than their independent judgment.

isal management companies hired by lenders from having

properties or the credit transactions.

ingcredit based on appraisals if they know beforehand of

violations involving appraiser@oercion or conflicts of interest, unless the creditors

effigs are not materially misstated.

e prohibits a person who prepares(@ valuatfon, from materially misrepresenting the value of
the consumer’s principal dwellin pr@fibits a covered person other than the person
who prepares valuations from material a g a valuation. A misrepresentation or
alteration is material if it is likely to signgficafitlyéffect the value assigned to the

consumer’s principal dwelling.

e prohibits any covered person from falsifyinga @ or inducing a misrepresentation,
falsification, or alteration of value.

e requires that creditors or settlement service providers avesinformation about
appraiser misconduct file reports with the appropriate'§gate Qg authorities if the
misconduct is material, i.e., likely to significantly affect -
consumer’s principal dwelling.

e requires the payment of reasonable and customary compensatiOfffto appraisers who are
not employees of the creditors or of the appraisal management companies hired by the
creditors.

42 This section applies to any consumer credit transaction secured by a dwelling. A “covered person” means a
creditor with respect to a covered transaction. A “covered transaction” means an extension of consumer credit
that is or will be secured by a dwelling, as defined in 12 CFR 1026.2(a)(19).
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Minimum Standards for Transactions Secured by a Dwelling (Ability to
Repay and Qualified Mortgages)—12 CFR 1026.43

Minimum Standards for Transactions Secured by a Dwelling—
12 CFR 1026.43(a), (g), and (h)

Creditors originating certain mortgage loans are required to make a reasonable and good faith
determination at or before consummation that a consumer will have the ability to repay the
loan. The ability-to-repay requirement applies to most closed-end mortgage loans; there are
some exclusions including

HELOCs.®
mortgages secured by an interest in a time-share plan.

ith a term of 12 months or less, such as a loan to finance the

purchase of a ne when the consumer plans to sell a current dwelling within
12 months or a | i the initial construction of a dwelling.
e aconstruction phas or less of a construction-to-permanent loan.
e an extension of credit Ma sudnt to a program authorized by sections 101 and 109 of

the Emergency Economic'§tabili

ct of 2008 (12 USC 5211 and 5219).
Note: There are additional exclusio

under FR 1026.43(a) that generally include
extensions of credit by various state o f rnment agencies or programs or by
creditors with specific designations under®su gras, or extensions of credit that meet
certain criteria and are extended by certain Credi e Internal Revenue Service (IRS)
has determined are 501(c)(3) nonprofits. For a f@lli riteria, see

12 CFR 1026.43(a)(3)(iv)~(vii).

Generally, loans covered under this section (which, for p
provisions in 12 CFR 1026.43(g), include reverse mortga:
excluded** from the ability-to-repay provisions) may not have | t penalties; there
are exceptions for certain fixed-rate and step-rate QMs that are r1e Ls (as defined in
12 CFR 1026.35(a)) but only if otherwise permitted by law. For such mortgages, the
prepayment penalties must be limited to the first three years of the loan and may not exceed
2 percent for the first two years and 1 percent for the third year. The creditor must offer the
consumer an alternative loan without such penalties that the creditor has a good faith belief

of’the prepayment penalty
perary loans otherwise

3 For open-end credit transactions that are high-cost mortgages as defined in 12 CFR 1026.32, creditors are
required to determine a borrower’s ability to repay under 12 CFR 1026.34.

4 The exclusions include a temporary or “bridge” loan with a term of 12 months or less; a construction phase of
12 months or less of a construction-to-permanent loan; an extension of credit made pursuant to a program
administered by a housing finance agency; an extension of credit made by certain community development or
nonprofit lenders, as specified in 12 CFR 1026.43(a)(3)(Vv); or an extension of credit made pursuant to a
program authorized by sections 101 and 109 of the Emergency Economic Stabilization Act of 2008 in
connection with certain federal emergency economic stabilization programs (12 CFR 1026.43(a)(3)).
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that the consumer likely qualifies for, with the same term, a fixed rate or step rate,
substantially equal payments, and limited points and fees (12 CFR 1026.43(g)).

Ability to Repay—12 CFR 1026.43(c)

Except as provided under 12 CFR 1026.43(d) (refinancing of nonstandard mortgages),

(e) (QMs), and (f) (balloon payment QMs by certain creditors), creditors must consider the
following eight underwriting factors when making a determination of the consumer’s ability
to repay:

e The consumer’s current or reasonably expected income or assets (excluding the value of
the dwelling and any attached real property).

e The consumer’s current employment status if the creditor relies on the consumer’s
income in determghing repayment ability.

ly payment for the mortgage loan.

ayment on any simultaneous loan (i.e., a covered transaction

the same dwelling creditor knows or has reason to know will be made, calculated

in accordance with 1 26%3(c)(6).
e The consumer’s monthly Bayment for mortgage-related obligations, including property
taxes.

e The consumer’s monthly debt-to- igor residual income, calculated in
accordance with 12 CFR 1026.43(c)(
e The consumer’s credit history.

e The consumer’s current debt ob ati(ymony, and child support.
m

Creditors are required to verify this information Usj @@@u ably reliable third-party records,
with specific rules for verification of income or assetg,andfe

tax returns filed by the consumer, W-2s or similar documentatiog
financial institution records, receipts from check-cashing or fund (ré#Ster services, and
records from the consumer’s employer or other specified records (12 CFR 1026.43(c)(4)).

Regulation Z also provides rules for how creditors must apply certain underwriting factors
when determining whether a consumer has the ability to repay the mortgage. For example,
creditors must calculate the monthly payment for the covered transaction using the greater of
the fully indexed rate or any introductory interest rate, and the monthly, fully amortizing
payments that are substantially equal during the loan term. Special rules apply to mortgages
with a balloon payment, interest-only loans, and negative amortization loans due to the
unique characteristics of the mortgage (12 CFR 1026.43(c)(5)).

Finally, creditors may not evade the ability-to-repay requirements by structuring a closed-end
loan secured by a dwelling as open-end credit that does not meet the definition of an open-
end credit plan.
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Exemption From Ability-to-Repay Requirements for Refinancing of
Nonstandard Mortgages—12 CFR 1026.43(d)

12 CFR 1026.43(d) provides special rules for refinancing a nonstandard mortgage into a
standard mortgage.

A nonstandard mortgage is a covered transaction*® as defined under 12 CFR 1026.43(a) that
IS

e an ARM with an introductory fixed interest rate for a period of one year or longer,
e an interest-only loan, or
e anegative amortization loan.

A standard mortga covered transaction as defined under 12 CFR 1026.43(a) with

e periodic paymen
consumer to def

ot cause the principal balance to increase, do not allow the
of the principal, or do not result in balloon payments.

e total points and fe ore than those allowed in 12 CFR 1026.43(e)(3).

e aterm that does not e d 4Q years.

e an interest rate that is fixe@ forfihe fitst five years of the loan.

e proceeds that are used sole off the outstanding principal on the nonstandard
mortgage and closing or settlem@nt costs'(which are required to be disclosed under
RESPA).

Current holders of nonstandard mortgages
“holders”) can refinance nonstandard mortgage
a consumer’s ability to repay under 12 CFR 1026.

icers (collectively referred to here as

0 gfdndard mortgages without considering
: gertain conditions are met.

4 A covered transaction is a consumer credit transaction that is secured by a dwelling, including any real
property attached to the dwelling. A covered transaction is hot a HELOC under 12 CFR 1026.40; a mortgage
secured by a consumer’s interest in a time-share plan; a reverse mortgage under 12 CFR 1026.33; a temporary
or “pridge” loan with a term of 12 months or less; a construction phase of 12 months or less of a construction-
to-permanent loan; or an extension of credit made pursuant to a program administered by a housing finance
agency, by certain community development or nonprofit lenders as specified in 12 CFR 1026.43(a)(3)(v), or in
connection with certain federal emergency economic stabilization programs.
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To qualify for the standard mortgage exemption from the ability-to-repay requirements,

e the standard mortgage must have a monthly payment that is “materially lower”4® than
that of the nonstandard mortgage.

e the creditor must receive a written application from the consumer for the standard
mortgage no later than two months after the nonstandard mortgage is recast.

e on the nonstandard mortgage, the consumer must have made no more than one payment
more than 30 days late during the preceding 12 months and must have made no late
payments more than 30 days late in the preceding six months of the holder receiving the
application for a standard mortgage.

For nonstandard loans consummated on or after January 10, 2014, that are refinanced into
standard mortgages, the exemption from the ability-to-repay requirements for the refinancing
is available only if th¢gonstandard mortgage met the repayment ability requirements under
12 CFR 1026.43 QM requirements under 12 CFR 1026.43(e), as applicable.

If these conditions age s
mortgage is likely to he consumer from defaulting on the nonstandard mortgage
once the loan terms are er is not required to meet the ability-to-repay
requirements in 12 CFR 1026843 nally, holders refinancing a nonstandard mortgage to a
standard mortgage may offer discounts and terms that are the same as (or
better than) rate discounts and termgithat thggholder offers to new consumers, consistent with
the holder’s documented underwriti racticg®and to the extent not prohibited by applicable
laws. For example, a holder would complygiithgfiis requirement if it has documented
underwriting practices that provide for offerjgf rate discounts to consumers with credit
scores above a certain threshold, even though th suger would not normally qualify for
that discounted rate.

Qualified Mortgages: Rebuttable Presump fe Harbor—
12 CFR 1026.43(e)

The rule provides a presumption of compliance with the abilit
creditors that originate certain types of loans called QMs, of whi
categories. QMs afford creditors and assignees greater protection against liability under the
ability-to-repay provisions. QMs that are not higher-priced covered transactions receive a

46 When comparing the payments, the holder must calculate the payment for the standard mortgage based on
substantially equal, monthly, fully amortizing payments based on the maximum interest rate that may apply in
the first five years. The holder must calculate the nonstandard mortgage payment based on substantially equal,
monthly, fully amortizing payments of principal and interest using

o the fully indexed rate as of a reasonable period of time before or after the date on which the creditor
receives the consumer’s application for the standard mortgage.

o the term of the loan remaining as of the date on which the recast occurs, assuming all scheduled payments
have been made up to the recast date and the payment due on the recast date is made and credited as of that
date.

e the remaining loan amount, which is calculated differently depending on whether the loan is an ARM,
interest-only loan, or negative amortization loan.
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safe harbor under the ability-to-repay provisions, which means the presumption of
compliance cannot be rebutted. A QM is higher priced if the loan’s APR exceeds the APOR

by

e 1.5 percentage points or more for first-lien loans that fall within either the general QM
definition or the temporary QM definition for loans that are eligible to be purchased,
guaranteed, or insured by government-sponsored enterprises (GSE) or federal agencies;
or

e 3.5 percentage points for first-lien loans that fall within the small creditor balloon
payment, temporary small creditor balloon payment, or small creditor portfolio QM
definitions, or for second-lien loans.

Generally, the safe harbor provides a conclusive presumption that the creditor made a good
faith and reasonable getermination of the consumer’s ability to repay. QMs that are higher
priced receive arg Dle presumption of compliance rather than a safe harbor with the

. Ahis means that the loan is presumed to comply with the ability-
to-repay provisions, fut, ple, the consumer would have the opportunity to rebut that
presumption in future a@ilityyto-repay litigation.

For a QM that is a higher-prig¢ed Ggve¥ed transaction, the presumption of compliance is
rebuttable by showing that at , the consumer’s income, debt obligations,
alimony, child support, and monthly@paymefits on the loan and mortgage-related obligations
and simultaneous loans of which theNgreditor @és aware at consummation would leave the
consumer with insufficient residual inc s (other than the value of the dwelling and
real property) to meet living expenses (inClud¢ngecusring and material non-debt obligations
that the creditor was aware of at consummation)

General Requirements for Qualified Mo
and (3)

Loans that are QMs under the general definition may not h amortization,
interest-only payments, balloon payments, or terms exceeding QM for loans
greater than or equal to $100,000 may not have points and fees pJidda¥’the consumer that
exceed 3 percent of the total loan amount (although certain “bona fide discount points” are
excluded for certain loans with pricing within prescribed ranges of the APOR). The rule
provides guidance on calculating points and fees and thresholds for smaller loans.*’

The rule also provides a period of time for a creditor or assignee to review a transaction’s
points and fees and, if points and fees exceed the applicable threshold, to pay the consumer
the excess points and fees, along with interest on the excess points and fees (calculated using
the contract interest rate). This cure is generally allowed within 210 days after consummation
unless the consumer has instituted an action in connection with the loan or notified the
creditor, assignee, or servicer in writing that the points and fees exceed the applicable

47 The definition and calculation rules for points and fees are the same as those used to determine whether a
closed-end mortgage is a HOEPA loan, discussed earlier in “Points and Fees for High-Cost Mortgages,
12 CFR 1026.32(b).”
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threshold, or the consumer is 60 days past due. To be eligible for a points and fees cure, the
loan must meet all other applicable requirements to be a QM and the creditor or assignee, as
applicable, must maintain and follow policies and procedures for post-consummation review
of points and fees and for making cure payments to consumers. This cure provision applies to
the points and fees limits for all of the QM types defined in Regulation Z.

In addition, the rule provides underwriting criteria for QMs. Generally, the rule requires that
monthly payments be calculated based on the highest payment that will apply in the first five
years of the loan after the date on which the first periodic payment is due and that the
consumer have a total (or “back-end”) debt-to-income ratio that is less than or equal to

43 percent. Appendix Q to the regulation, drawing on FHA guidelines, details the calculation
of debt-to-income for these purposes. The rule also requires that the creditor consider and
verify the consumer’s current or reasonably expected income or assets and current debt
obligations, alimony,and child support, also in accordance with appendix Q.

Temporary Gate Qualified Mortgages—12 CFR 1026.43(e)(4)

Regulation Z provides ordry category of QMs that—except with regard to matters that
are wholly unrelated to ahjlity t —satisfy the underwriting requirements of, and are
therefore eligible to be purCh@sedfguaranteed, or insured by, either (1) the GSEs—Fannie
Mae and Freddie Mac—while nder federal conservatorship or receivership or
(2) the VA, the USDA, or the Rural fAousing Service. This temporary provision will phase

out over time as the various federal agencies ig8ue their own QM rules or if GSE
, ewfl years (January 10, 2021).8 These

conservatorship ends and, in any even
mortgages must satisfy certain requiremefits able to QMs, including prohibitions on
negative-amortization, interest-only, and balloo it features; maximum loan terms of
30 years; and points-and-fees restrictions. 12 C 096.43does not apply the 43 percent
debt-to-income threshold to these QMs.

Qualified Mortgage: Small Creditor Portfolio €0ahs—

12 CFR 1026.43(e)(5)

Mortgages that are originated and held in portfolio by certain sm itors are also QMs if
they meet certain requirements.

These mortgages must generally satisfy the requirements applicable to QMs, including
prohibitions on negative-amortization, balloon-payment, and interest-only features;
maximum loan terms of 30 years; and points-and-fees restrictions. While the creditor must
consider and verify the consumer’s current or reasonably expected income or assets and

48 HUD adopted a final rule, effective January 10, 2014, to establish a definition of “qualified mortgage” for the
single-family residential loans that HUD insures, guarantees, or administers that aligns with the statutory
ability-to-repay criteria of TILA and the regulatory criteria of the definition of “qualified mortgage”
promulgated by the BCFP (78 Fed. Reg. 75215 [December 11, 2013]). Loans meeting the rule’s definition are
qualified mortgages in accordance with Dodd-Frank (15 USC 1639c¢(b)(3)(B)(ii)(1)). The VA similarly adopted
an interim final rule designating QM status for certain VA-guaranteed and VA-insured loans, as well as loans
the VA makes directly to borrowers (79 Fed. Reg. 26620 [May 9, 2014]).
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current debt obligations, alimony, and child support, it may do so without regard to the
standards in appendix Q. In addition, debt-to-income ratios must be considered and verified,
but the 43 percent threshold for QMs under the general definition does not apply.

A small creditor that satisfies the exemption criteria in 12 CFR 1026.35(b)(2)(iii)(B) and (C)
is eligible to make small creditor portfolio QMs. (In contrast to 12 CFR 1026.43(f), discussed
below, eligibility for this QM category is not conditioned on the small creditor operating in a
rural or underserved area.) Generally, for a period of three years after consummation, the
creditor may not transfer the loan or the loan will lose its status as a QM. The QM status
continues under 12 CFR 1026.43(e)(5)(ii) if the creditor transfers the loan to another creditor
that meets the requirements to be a small lender, or when the loan is transferred due to a
capital restoration plan, bankruptcy, or state or federal governmental agency order, or if the
mortgage is transferred pursuant to a merger or acquisition of the creditor. A QM can be
transferred after threggyears without losing its status.

Small Credit Underserved Balloon-Payment Qualified
Mortgages and Je Balloon-Payment Qualified Mortgages—
12 CFR 1026.43(f)€@ndN026.43(e)(6)

Balloon-payment mortgages &e If they are originated and held in portfolio by small
creditors operating in rural or S eas (12 CFR 1026.43(f)) and meet certain other
requirements. These mortgages musffsatisfyicertain requirements applicable to QMs,
including prohibitions on negative-amgrtizati@h and interest-only features; maximum loan
terms of 30 years; and points-and-fees restgiCti These loans must have a term of at least
five years, have a fixed interest rate, and me aingpasic underwriting standards; debt-to-

is subject to a forward
commitment to be acquired by a person that does not itself i e category (under the
requirements outlined in the next paragraph).

A small creditor that satisfies the exemption criteria in 12 CFR 1026.35(b)(2)(iii)(A), (B) and
(C) (higher-priced mortgage escrow requirements) is eligible to make rural or underserved
balloon-payment QMs. Generally, for a period of three years after consummation, the
creditor may not transfer the loan, or it will lose its status as a QM. The QM status continues
under 12 CFR 1026.43(f)(2) if the creditor transfers the loan to another creditor that meets
the requirements to be a small rural lender, or when the loan is transferred due to a capital
restoration plan, bankruptcy, or state or federal governmental agency order, or if the
mortgage is transferred pursuant to merger or acquisition of the creditor. A QM can be
transferred after three years without losing its status.

There is also a temporary QM category for balloon-payment mortgages that would otherwise
meet the requirements of 12 CFR 1026.43(f), but that are originated by small creditors that
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do not operate in a rural or underserved area. This category is applicable to covered
transactions for which the application was received before April 1, 2016
(12 CFR 1026.43(e)(6)(ii)).

Subpart F—Special Rules for Private Education Loans

Subpart F relates to private education loans. It contains rules on disclosures

(12 CFR 1026.46), the right to cancel the loan (12 CFR 1026.47), and limitations on changes
in terms after approval and on co-branding in the marketing of private education loans

(12 CFR 1026.48).

Special Disclosure Requirements for Private Education Loans—
12 CFR 1026.46

nder subpart F apply only to private education loans. Except where
the requirements and limitations of subpart F are in addition
ersubparts of Regulation Z.

specifically providedio
to the requirements O

A private education loan s a exXiiension of credit that

e isnot made, insured, or gua und8x title IV of the Higher Education Act of 1965.

e isextended to a consumer expreSgly, in e or part, for postsecondary educational
expenses, regardless of whether t % ided by the educational institution that the
student attends.

e does not include open-end credit or any foan
dwelling.

s gecured by real property or a

A private education loan does not include an extensi r which the covered
educational institution is the creditor if

e the term of the extension of credit is 90 days or less, or
e an interest rate will not be applied to the credit balance and t of the extension of
credit is one year or less, even if the credit is payable in more than four installments.

Content of Disclosures—12 CFR 1026.47

Disclosure Requirements

This section establishes the content that a creditor must include in its disclosures to a
consumer at three different stages in the private education loan origination process:

e Application or solicitation disclosures: With any application or solicitation.
e Approval disclosures: With any notice of approval of the private education loan.
e Final disclosures: After the consumer accepts the loan.
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In addition, 12 CFR 1026.48(d) requires that the disclosures must be provided at least three
business days before disbursement of the loan funds.

Rights of the Consumer

The creditor must disclose that, if approved for the loan, the consumer has the right to accept
the loan on the terms approved for up to 30 calendar days. The disclosure must inform the
consumer that the rate and terms of the loan will not change during this period, except for
changes to the rate based on adjustments to the index used for the loan and other changes
permitted by law. The creditor must disclose that the consumer also has the right to cancel
the loan, without penalty, until midnight of the third business day following the date on
which the consumer receives the final disclosures.

Limitations on Private#Educational Loans—12 CFR 1026.48

This section contain limitations on private education loans, including

e aprohibitiononc g i the marketing of private education loans.

e rules governing the 3O&gay agceptance period and three-business-day cancellation period
and prohibition on disbur§emeRt of loan proceeds until the cancellation period has
expired.

e the requirement that the creditorfobtain &self-certification form from the consumer before
consummation.

e the requirement that creditors in pref
information to covered educational insti

er arrangements provide certain

Co-Branding Prohibited—12 CFR 1026.

Regulation Z prohibits creditors from using the name, em m cot or logo of a covered
educational institution (or other words, pictures, or symbolg reatil
institution) in the marketing of private education loans in a Way tigé
the educational institution. Marketing that refers to an educatioffg gtion does not imply
endorsement if the marketing includes a clear and conspicuous disCf8Sure that is equally
prominent and closely proximate to the reference to the institution that the educational
institution does not endorse the creditor’s loans and that the creditor is not affiliated with the
educational institution. There is also an exception in cases when the educational institution
actually does endorse the creditor’s loans, but the marketing must make a clear and
conspicuous disclosure that is equally prominent and closely proximate to the reference to
the institution that the creditor, and not the educational institution, is making the loan.

plies endorsement by
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Subpart G—Special Rules Applicable to Credit Card Accounts
and Open-End Credit Offered to College Students

Subpart G relates to credit card accounts under an open-end (not home-secured) consumer
credit plan (except for 12 CFR 1026.57(c), which applies to all open-end credit plans). This
subpart contains rules regarding credit and charge card application and solicitation
disclosures (12 CFR 1026.60). It also

e contains rules on evaluation of a consumer’s ability to make the required payments under
the terms of an account (12 CFR 1026.51).

e limits the fees that a consumer can be required to pay (12 CFR 1026.52).

e contains rules on allocation of payments in excess of the minimum payment
(12 CFR 1026.53

e sets forth certai
a grace periaff(
card accounts (12/CF
(12 CFR 1026.59).

e prohibits the assess
consumer affirmativel
(12 CFR 1026.56).

e sets forth rules for reporting andfharketiing of college student open-end credit

(12 CFR 1026.57).
e sets forth requirements for the inte tig@of credit card accounts under an open-end

(not home-secured) consumer credit FRy1026.58).

ptations on the imposition of finance charges as the result of a loss of
026.54) and on increases in APRs, fees, and charges for credit
.55), including the reevaluation of rate increases

f charges for over-the-limit transactions unless the
selts @ the creditor’s payment of over-the-limit transactions

Evaluation of the Consumer’s Ability to P R 1026.51

Regulation Z requires credit card issuers to consider a€ons
opening a new credit card account or increasing the credi or a@ existing credit card
account. Additionally, the rule provides specific requireme
opening a new credit card account or increasing the credit limi
the consumer is under the age of 21.

sting account when

When evaluating a consumer’s ability to pay, credit card issuers must perform a review of a
consumer’s income or assets and current obligations. Card issuers are permitted to rely on
information provided by the consumer. The rule does not require card issuers to verify a
consumer’s statements; a card issuer may base its determination of ability to repay on facts
and circumstances known to the card issuer (Comment 1026.51(a)(1)(i)-2). A card issuer
may also consider information obtained through any empirically derived, demonstrably and
statistically sound model that reasonably estimates a consumer’s income or assets.

Card issuers may consider any income and assets to which the consumer has a reasonable
expectation of access or may limit their consideration to the consumer’s independent income
and assets. The rule also requires that issuers consider at least one of the following:
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e The ratio of the consumer’s debt obligations to income.
e The ratio of the consumer’s debt obligations to assets.
e The income the consumer will have after paying debt obligations (i.e., residual income).

The rule also provides that it would be unreasonable for a card issuer not to review any
information about a consumer’s income, assets, or current obligations or to issue a credit card
to a consumer who does not have any income or assets.

Because credit card accounts typically require consumers to make a minimum monthly
payment that is a percentage of the total balance (plus, in some cases, accrued interest and
fees), card issuers are required to consider the consumer’s ability to make the required
minimum payments. Card issuers must also establish and maintain reasonable written
policies and procedures to consider a consumer’s income or assets and current obligations.
Because the minimug ayment is unknown at account openmg the rule requires that card
iSSuers use a reasgfig pethod to estimate a consumer’s minimum payment.

The regulation provi@es rbor for card issuers to estimate the required minimum

periodic payment if t iSsuer

e assumes utilization, from ay of the billing cycle, of the full credit line that the
issuer is considering offerl umer; and

e USes a minimum payment form empl@yed by the card issuer for the product the card
issuer is considering offering to ns er or, in the case of an existing account, the

minimum payment formula that curre
— if the minimum payment formula in

intgrest charges, the card issuer estimates
those charges using an interest rate that
consumer for purchases or, in the case o

arg er is considering offering to the
currently applies to purchases; and @

account, the interest rate that
— if the applicable minimum payment formula inclu antigtory fees, the card issuer
must assume that such fees have been charged to the acteu

es to that account, provided that

Specific Requirements for Underage Consumers—1 026.51(b)

Regulation Z prohibits the issuance of a credit card to a consumer who has not reached age
21 unless the consumer has submitted a written application and the creditor has

e information indicating that the underage consumer has an independent ability to make the
required minimum payments on the account; or

e the signature of a cosigner, guarantor, or joint applicant who has reached age 21, who has
the ability to repay debts (based on 12 CFR 1026.51(a)) incurred by the underage
consumer in connection with the account, and who assumes joint liability for all debts or
secondary liability for any debts incurred before the underage consumer turns 21.
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For credit line increases,

e if an account was opened based on the underage consumer’s independent ability to repay
in order to increase the consumer’s credit line before he or she turns 21, the issuer either
must determine that the consumer has an independent ability to make the required
minimum payments at the time of the contemplated increase or must obtain an agreement
from a cosigner, guarantor, or joint applicant who is 21 or older and who has the ability
to repay debts and to assume liability for any debt incurred on the account.

e if the account was opened based on the ability of a cosigner over the age of 21 to pay, the
issuer must obtain written consent from that cosigner before increasing the credit limit.

Limitations on Fees—12 CFR 1026.52

Limitations on During First Year After Account Opening—
12 CFR 1026

During the first year&@aft colgt opening, issuers are prohibited from requiring consumers
to pay fees (other than¥ges T0¥ latgapayments, returned payments, and exceeding the credit
limit) that in the aggregat@exce ercent of the initial credit limit in effect when the
account is opened. An accoung is d@nsidered open no earlier than the date on which the
account may first be used by th er{o engage in transactions.

Note: The 25 percent limitation on f M ply to fees assessed before opening the
account.

Limitations on Penalty Fees—12 CFR )
TILA requires that penalty fees imposed by card is r able and proportional to the
violation of the account terms. Among other things, the re iorMprohibits credit card

issuers from charging a penalty fee

Y terms for the first
g the same billing

e of more than $27 for paying late or otherwise violating the 3
violation (or $38 for an additional violation of the same type dG
cycle or one of the next six billing cycles) or

e of 3 percent of the delinquent balance on the charge card account that requires payment
of outstanding balances in full at the end of each billing cycle if payment has not been
received for two or more consecutive billing cycles unless the issuer determines that a
higher fee represents a reasonable proportion of the costs it incurs as a result of that type
of violation and reevaluates that determination at least once every 12 months.*°

Credit card issuers are banned from charging penalty fees that exceed the dollar amount
associated with the consumer’s violation of the terms or other requirements of the credit card
account. For example, card issuers are no longer permitted to charge a $39 fee when a

49 Amounts are adjusted annually by the BCFP to reflect changes in the Consumer Price Index. See
12 CFR 1026.52(b)(1)(ii)(D); Comment 52(b)(1)(ii)-2.
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consumer is late making a $20 minimum payment. Instead, in this example, the fee cannot
exceed $20. The regulation also bans imposition of penalty fees when there is no dollar
amount associated with the violation, such as “inactivity” fees based on the consumer’s
failure to use the account to make new purchases. And the regulation prohibits issuers from
charging multiple penalty fees based on a single late payment or other violation of the
account terms.

Payment Allocation—12 CFR 1026.53

When different rates apply to different balances on a credit card account, issuers are
generally required to allocate payments in excess of the minimum payment first to the
balance with the highest APR, and then to apply any remaining portion to the other balances
in descending order based on the applicable APR.

ams, however, issuers must allocate excess payments first to the
ing the last two billing cycles of the deferred interest period. In

uers are permitted (but not required) to allocate excess

payments to the secured balan by the consumer.

Double-Cycle Billing and Patrtial e geriod—12 CFR 1026.54

Issuers are generally prohibited from imposi
previous billing cycles as a result of the loss of pe¢iod. In addition, when a consumer
pays some, but not all, of a balance before the expifg a grace period, an issuer is

prohibited from imposing finance charges on the pG alance that has been repaid.

Restrictions on Applying Increased Rates to Existng ces and
Increasing Certain Fees and Charges—12 C

Unless an exception applies, a card issuer must not increase an APR™or a fee or charge
required to be disclosed under 12 CFR 1026.6(b)(2)(ii), (b)(2)(iii), or (b)(2)(xii) on a credit
card account. There are some general exceptions to the prohibition against applying
increased rates to existing balances and increasing certain fees or charges:

e The rate or fee is a temporary or promotional rate or temporary fee or charge that lasts at
least six months and is required to be disclosed under 12 CFR 1026.6(b)(2)(ii), (b)(2)(iii),
or (b)(2)(xii), provided that the card issuer complied with applicable disclosure
requirements. Fees and charges required to be disclosed under 12 CFR 1026.6(b)(2)(ii),
(b)(2)(iii), or (b)(2)(xii) are periodic fees for issuance or availability of an open-end plan
(such as an annual fee); a fixed finance charge (and any minimum interest charge) that
exceeds $1; or a charge for required insurance, debt cancellation, or debt suspension.

e The rate is increased due to the operation of an index available to the general public and
not under the card issuer’s control (i.e., the rate is a variable rate).
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e The minimum payment has not been received within 60 days after the due date, provided
that the card issuer complied with applicable disclosure requirements and adheres to
certain requirements when a series of on-time payments is received.

e The consumer successfully completes or fails to comply with the terms of a workout
arrangement, provided that the card issuer complied with applicable disclosure
requirements and adheres to certain requirements upon the completion or failure of the
arrangement.

e The APR on an existing balance or a fee or charge required to be disclosed under
12 CFR 1026.6(b)(2)(ii), (b)(2)(iii), or (b)(2)(xii) has been reduced pursuant to the
Servicemembers Civil Relief Act (SCRA) or a similar federal or applicable state statute
or regulation. The creditor is permitted to increase the rate, fee, or charge once the SCRA
ceases to apply, but only to the rate, fee, or charge that applied before the reduction.

Regulation Z’s limitafigns on the application of increased rates and certain fees and charges
¢ ue to apply when the account is closed, the account is acquired by
erger or the sale of a credit card portfolio, or the balance is
acegunt issued by the same creditor (or its affiliate or

another instituti®
transferred to anothe
subsidiary).

Issuers are generally preventdt fr creasing the APR applicable to new transactions or a
fee or charge subject to 12 C (i), (b)(2)(iii), or (b)(2)(xii) during the first year
after an account is opened. After thelifirst ye@r, issuers are permitted to increase the APRs that
apply to new transactions or a fee or'gbarge siject to 12 CFR 1026.6(b)(2)(ii), (b)(2)(iii), or
(b)(2)(xi1), as long as the creditor compliesgVit regulation’s 45-day advance notice
requirement (12 CFR 1026.9).

fates to existing balances and
paR, cessation of a waiver or

rebate of interest, fees, or charges if the issuer promote aiVeL or rebate.
Fees for Transactions That Exceed the Credit Lim 1026.56
Consumer consent requirement: Regulation Z requires an issue tain a consumer’s

express consent (or opt in) before the issuer may impose any fees on a consumer’s credit card
account for making an extension of credit that exceeds the account’s credit limit. Before
providing such consent, the consumer must be notified by the issuer of any fees that may be
assessed for an over-the-limit transaction. If the consumer consents, the issuer is also
required to provide written confirmation (or electronic confirmation if the consumer agrees)
of the consumer’s consent and a notice of the consumer’s right to revoke that consent on the
front page of any periodic statement that reflects the imposition of an over-the-limit fee.

Before obtaining a consumer’s consent to the payment of over-the-limit transactions, the
issuer must provide the consumer with a notice disclosing, among other things, the dollar
amount of any charges that will be assessed for an over-the-limit transaction, as well as any
increased rate that may apply if the consumer exceeds the credit limit. Issuers are prevented
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from assessing any over-the-limit fee or charge on an account unless the consumer consents
to the payment of transactions that exceed the credit limit.

Prohibited practices: Even if the consumer has affirmatively consented to the issuer’s
payment of over-the-limit transactions, Regulation Z prohibits certain issuer practices in
connection with the assessment of over-the-limit fees or charges. An issuer can only charge
one over-the-limit fee or charge per billing cycle. In addition, an issuer cannot impose an
over-the-limit fee on the account for the same transaction in more than three billing cycles.
Furthermore, fees may not be imposed for the same transaction in the second or third billing
cycle unless the consumer has failed to reduce the account balance below the credit limit by
the payment due date in that cycle.

Regulation Z also prohibits unfair or deceptive acts or practices in connection with the
manipulation of credidlimits in order to increase over-the-limit fees or other penalty charges.

Specifically, iss#€rs ohibited from engaging in three practices:

e Assessing an over-
consumer’s availabl

it Tee because the creditor failed to promptly replenish the

e Conditioning the amount @f aWgilable credit on the consumer’s consent to the payment of
over-the-limit transactions In to an over-the-limit service to obtain a higher
credit limit).

e Imposing any over-the-limit fee ¥the credt limit is exceeded solely because of the
issuer’s assessment of accrued interest gharg€s or fees on the consumer’s account.

1026.57

Special Rules for Marketing to Students l‘

Regulation Z establishes several requirements relat®
other open-end consumer credit plans to students at an nsti
regulation limits a creditor’s ability to offer a college stu
student to apply for or participate in an open-end consumer
creditor.

eting of credit cards and
higher education. The
gible item to induce the

Specifically, Regulation Z prohibits a card issuer from offering tangible items as an
inducement

e on the campus of an institution of higher education.
e near the campus of an institution of higher education.
e atan event sponsored by or related to an institution of higher education.

A tangible item means physical items, such as gift cards, T-shirts, or magazine subscriptions,
but does not include non-physical items such as discounts, reward points, or promotional
credit terms. With respect to offers “near” the campus, the commentary to the regulation
states that a location that is within 1,000 feet of the border of the campus is considered near
the campus.
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Regulation Z also requires card issuers to submit an annual report to the BCFP containing the
terms and conditions of business, marketing, or promotional agreements with an institution of
higher education or an alumni organization or foundation affiliated with an institution of
higher education.

Online Disclosure of Credit Card Agreements—12 CFR 1026.58

The regulation requires that issuers post credit card agreements on their websites and submit
those agreements to the BCFP for posting on a website maintained by the BCFP.%° There are
three exceptions for when issuers are not required to provide statements to the BCFP:

e The issuer has fewer than 10,000 open credit card accounts.

e The agreement currently is not offered to the public and the agreement is used only for
one or more pri abel credit card plans with credit cards usable only at a single
merchant or ggdup ofaffiliated merchants and that involves fewer than 10,000 open
accounts.

e The agreement
plans offered to te

t offered to the public and the agreement is for one or more
ct, offered only to a limited group of consumers for a

Reevaluation of Rate Increa R 1026.59
For any rate increase imposed on or
notice, the regulation requires card issuer:
every six months and, if appropriate based
to reevaluate rate increases applies both to incre
factors, such as changes in the consumer’s credi 9) and to increases in APRs
imposed based on factors that are not specific to the ch as changes in market
conditions or the issuer’s cost of funds. If based on its revj carel issuer is required to
reduce the rate applicable to an account, the regulation reQuires®ha rate be reduced
within 45 days after completion of the evaluation.

, 2009, that requires 45 days’ advance
the account no less frequently than once
, reduce the APR. The requirement
Rs based on consumer-specific

This review must consider either the same factors on which the in e was originally based
or the factors the card issuer currently considers in determining the APR applicable to similar
new credit card accounts.

50 Submission of agreements to the BCFP was suspended for the period April 30, 2015, to January 31, 2016.
See 80 Fed. Reg. 21153 (April 17, 2015).
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Liability and Defenses

Civil Liability—TILA Sections 129B, 129C, 130, and 131

If a creditor fails to comply with any requirements of TILA, other than with the advertising
provisions of chapter 3, it may be held liable to the consumer for

e actual damages and
e the cost of any successful legal action together with reasonable attorney’s fees.

The creditor also may be held liable for any of the following:

¢ Inan individual agtion, twice the amount of the finance charge involved.

e Inan individu relating to an open-end credit transaction that is not secured by
ling, twice the amount of the finance charge involved, with a
ximum of $5,000 or such higher amount as may be

stablished pattern or practice of such failure.

refati a closed-end credit transaction secured by real property
$400 and not more than $4,000.

rt may allow (with no minimum recovery for
unt ofrecovery in any class actions arising out of the

e c?cannot be more than $1 million or 1 percent
ISgESS

Ag 15 USC 1639 (requirements for
gf forMgll finance charges and fees paid
luge was not material.
with section 129B
to tonsumers for the greater

minimum of $500 an
appropriate in thé ¢
e Inan individual act
or a dwelling, not less
e Inaclass action, such am@gnt as t
each class member). The total'a
same failure to comply by the s
of the creditor’s net worth, which

A creditor that fails to comply with section ¥29
certain mortgages), may be held liable to the co
by the consumer unless the creditor demonstrates g
A mortgage originator that is not a creditor and that Tails
(requirements for mortgage loan originators) also may be
of actual damages or an amount equal to three times the to
compensation or gain to the mortgage originator in connectio
including reasonable attorney’s fees. In addition, TILA section
may be liable for failure to comply with the ability-to-repay requirements of TILA section
129C(a) unless the creditor demonstrates that the failure to comply was not material.

Generally, civil actions that may be brought against a creditor may be maintained against any
assignee of the creditor only if the violation is apparent on the face of the disclosure
statement or other documents assigned, except when the assignment was involuntary. For
high-cost mortgage loans (under 12 CFR 1026.32(a)), any subsequent purchaser or assignee
is subject to all claims and defenses that the consumer could assert against the creditor,
unless the assignee demonstrates that it could not reasonably have determined that the loan
was a high-cost mortgage loan subject to 12 CFR 1026.32.

In specified circumstances, the creditor or assignee has no liability if it corrects identified
errors within 60 days of discovering the errors and before the institution of a civil action or
the receipt of written notice of the error from the obligor. Additionally, a creditor and
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assignee will not be liable for bona fide errors that occurred despite the maintenance of
procedures reasonably adapted to avoid any such error.

Moreover, TILA also provides consumers with the right to assert a violation of TILA’s
anti-steering provisions or the ability-to-repay standards for residential mortgage loan
requirements “as a matter of defense by recoupment or setoff” against a foreclosure action. In
general, the amount of recoupment or setoff shall be equal to the amount that the consumer
would be entitled to generally under 15 USC 1640(a) for a valid claim, plus the cost to the
consumer of the action (including reasonable attorney’s fees).

Refer to sections 129B, 129C, 130, and 131 of TILA for more information.

Criminal Liability—TILA Section 112

Anyone who willj
fined not more tMan §

d knowingly fails to comply with any requirement of TILA may be
imprisoned not more than one year, or both.

J,

Administrative Actions€§T ction 108
TILA authorizes federal regulgtoryagencies to require financial institutions to make
monetary and other adjustmen onsymers’ accounts when the true finance charge or
APR exceeds the disclosed finance ¢harge R by more than a specified accuracy

tolerance. That authorization extend ning@ntignal errors, including isolated violations
(e.g., an error that occurred only once or r en without a common cause, that occurred

infrequently and randomly).
@ ry agencies to order financial
&R PR or finance charge

e patterns or practices of violations (e.g., errors that occur
consistently or frequently, reflecting a pattern with a speciff
credit);

e gross negligence; or

e willful noncompliance intended to mislead the person to whom the credit was extended.

Under certain circumstances, TILA requires federa
institutions to reimburse consumers when understa
involves

h a common cause,
types of consumer

Any proceeding that may be brought by a regulatory agency against a creditor may be
maintained against any assignee of the creditor if the violation is apparent on the face of the
disclosure statement or other documents assigned, except when the assignment was
involuntary under section 131 (15 USC 1641).

Specific Defenses—TILA Section 108

Defense Against Civil, Criminal, and Administrative Actions

A financial institution in violation of TILA generally may avoid liability by
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e discovering the error before an action is brought against the financial institution, or
before the consumer notifies the financial institution, in writing, of the error.

e notifying the consumer of the error within 60 days of discovery.

e making the necessary adjustments to the consumer’s account, also within 60 days of
discovery. (The consumer will pay no more than the lesser of the finance charge actually
disclosed or the dollar equivalent of the APR actually disclosed.)

The above three actions also may allow the financial institution to avoid a regulatory order to
reimburse the customer.

An error is “discovered” if it is

e discussed in a final, written report of examination.

sed APR or finance charge included in a regulatory agency
| institution.

loan has been consummated or afl ac&unt has been opened. If the financial institution
corrects a disclosure error by ner -disclosing required information accurately, without
adjusting the consumer’s acco ial institution may still be subject to civil
liability and an order to reimburse ff@om its régulator.

The circumstances under which a financi stigfition may avoid liability under TILA do not
apply to violations of the Fair Credit BillinggA&ct ter 4 of TILA).

Additional Defenses Against Civil Actro

The financial institution generally may avoid liability ina
preponderance of evidence that the violation was not intefigi
fide error that occurred despite the maintenance of procedu

ton if it shows by a
esulted from a bona

A bona fide error may include a clerical, calculation, computer ma
printing error. It does not include an error of legal judgment.

tion, programming, or

Showing that a violation occurred unintentionally could be difficult if the financial institution
is unable to produce evidence that explicitly indicates it has an internal controls program
designed to ensure compliance. The financial institution’s demonstrated commitment to
compliance and its adoption of policies and procedures to detect errors before disclosures are
furnished to consumers could strengthen its defense.

Statute of Limitations—TILA Sections 108, 129, 129B, 129C, 129D, 129E,
129F, 129G, 129H, and 130

In general, civil actions may be brought within one year after the violation occurred. For
private education loans, civil actions may be brought within one year from the date on which
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the first regular payment of principal and interest is due. After that time, and if allowed by
applicable state law, the consumer may still assert the violation as a defense if a financial
institution brings an action to collect the consumer’s debt.

A civil action for a violation of TILA section 129 (requirements for certain mortgages),
129B (residential mortgage loan origination), or 129C (minimum standards for residential
mortgage loans) may be brought three years from the date of the occurrence of the violation
(as compared to one year for most other TILA violations) (TILA section 130(g)).

Moreover, TILA provides that when a creditor, assignee, other holder, or anyone acting on
such a person’s behalf initiates a foreclosure action or any other action to collect the debt in
connection with a residential mortgage loan, a consumer may assert a violation of TILA
section 129B(c)(1) or (2) or 129C(a) “as a matter of defense by recoupment or set off”
(TILA section 130(k)s There is no time limit on the use of this defense, and the amount of
recoupment or se ited, with respect to the special statutory damages, to no more
than three years®@f fli charges and fees.

Criminal actions an rotight by regulators®® are not subject to the general one-year
statute of limitations. AC%onNs br by a state attorney general to enforce a violation of
section 129, 129B, 129C, , WO 129F, 129G, or 129H may be brought not later than

three years after the date on whichihegs@lgtion occurs.

APRs and finance charges may be sub imitations set by TILA. Those limitations
range from the date of the last regulatory ioneof the financial institution to as far
back as 1969, depending on when loans were m violations were identified, whether
the violations were repeat violations, and other

Administrative enforcement actions deylicy guide involving erroneously disclosed
|
n

There is no time limitation on willful violations inte
summary of the various time limitations that otherwise a

d the consumer. A general
lows;

e For open-end credit, reimbursement applies to violations @
e For closed-end credit, reimbursement is generally directed fonNga#8
occurring since the immediately preceding examination.

flan two years.
with violations

Rescission Rights (Open-End and Closed-End Credit)}—12 CFR 1026.15
and 1026.23

TILA provides that for certain transactions secured by the consumer’s principal dwelling, a
consumer has three business days after becoming obligated on the debt to rescind the
transaction. The right of rescission allows consumer(s) time to reexamine their credit
agreements and cost disclosures and to reconsider whether they want to place their homes at
risk by offering them as security for the credit. An HPML (whether or not it is a HOEPA

51 Reimbursement required by regulatory action may be limited to the last examination conducted at the
institution.
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loan) having a prepayment penalty that does not conform to the prepayment penalty
limitations (12 CFR 1026.32(c) and (d) and 12 CFR 1026.43(g), subject to certain
exclusions) is also subject to a three-year right of rescission. Transactions exempt from the
right of rescission include residential mortgage transactions (12 CFR 1026.2(a)(24)) and
refinancings or consolidations with the original creditor when no “new money” is advanced.

If a transaction is rescindable, consumers must be given a notice explaining that the creditor
has a security interest in the consumer’s home, that the consumer may rescind, how the
consumer may rescind, the effects of rescission, and the date the rescission period expires.

To rescind a transaction, a consumer must notify the creditor in writing by midnight of the
third business day after the latest of three events:

e Consummation
e Delivery of
e Receipt®? 0

e transaction,
ILA disclosures, or
otice of the right to rescind.

For purposes of rescis siness day” means every calendar day except Sundays and the

legal public holidays (12%FR 1@26%(a)(6)). The term “material disclosures” is defined in
12 CFR 1026.23(a)(3) to medh th&required disclosures of the APR, the finance charge, the
amount financed, the total of : ayment schedule, and the disclosures and

limitations referred to in 12 CFR 1026.32(c)jjand (d) and 12 CFR 1026.43(Q).

The creditor may not disburse any monies g4xc
provide services or materials until the thrée-
is reasonably satisfied that the consumer has no
transaction, the creditor must refund all amount:
disbursed to third parties) and terminate its securit$

into an escrow account) and may not
scigsion period has elapsed and the creditor
ingeg. If the consumer rescinds the

consumer (even amounts

ingbe consumer’s home.
A consumer may waive the three-day rescission period a reCeive igamediate access to loan
proceeds if the consumer has a “bona fide personal financidkgmerg iﬁ ” The consumer

must give the creditor a signed and dated waiver statement that the emergency,
specifically waives the right, and bears the signatures of all constaggs#entitled to rescind the
transaction. The consumer provides the explanation for the bona fide personal financial
emergency, but the creditor decides the sufficiency of the emergency.

If the required rescission notice or material TILA disclosures are not delivered or if they are
inaccurate, the consumer’s right to rescind may be extended from three days after becoming
obligated on a loan to up to three years.

5212 CFR 1026.15(b) and 1026.23(b)(1) were amended to include the electronic delivery of the notice of the
right to rescind. If a paper notice of the right to rescind is used, a creditor must deliver two copies of the notice
to each consumer entitled to rescind. Under the final rule on electronic delivery of disclosures, if the notice is in
electronic form, in accordance with the consumer consent and other applicable provisions of the E-Sign Act,
only one copy to each customer is required.
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Interagency Administrative Enforcement Policy

On September 8, 1998, the federal financial regulatory agencies issued a revised “Joint
Statement of Policy on the Administrative Enforcement of TILA—Restitution.” (See this
booklet’s “References” section.) The policy summarizes and explains how the agencies
interpret the reimbursement provisions of section 108(e) of TILA. It also describes corrective
actions the financial regulatory agencies believe to be appropriate.

The regulatory agencies anticipate that most banks will comply voluntarily with the
reimbursement provisions of TILA. Subject to certain exceptions, if a bank does not act
voluntarily to correct violations, the agencies will use their cease-and-desist authority to
order correction of a clear and consistent pattern or practice of violations, gross negligence,
or a willful violation that was intended to mislead the person to whom the credit was
extended.

Enforcement Palic icability to Indirect Paper

t nk makes an improper disclosure on a loan for which
if th@ bafik is the entity to which the obligation is initially
payable), the bank is cited fofthe Wiolation and may be required to reimburse affected
consumers under the enforcem : also the “Retail Lending” booklet of the
Comptroller’s Handbook.

If the third party is the creditor, a bank’s {
containing reimbursable violations normally#fefl a need for improved internal
controls. If affected consumers have not been re e OCC may report such third-

party violations (consistent with the requirements Qf t to Financial Privacy Act of
1978) to the national headquarters of the regulatory'® vising the creditor.

Even if a third party ot
the bank is the creditor (i.

e of the third party’s disclosures
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Examination Procedures

Introduction

This booklet contains objectives and expanded procedures to determine a financial
institution’s compliance with TILA and Regulation Z and initiate corrective action when
policies or internal controls are deficient, or when violations of law or regulation are
identified. Examiners decide which of these objectives and procedures are relevant to the
scope of the examination during examination planning or after drawing preliminary
conclusions during the compliance core assessment as outlined in the “Community Bank
Supervision,” “Federal Branches and Agencies Supervision,” and “Large Bank Supervision”
booklets of the Comptroller’s Handbook.

@ Scope

These procedures arg desi@ne help examiners tailor the examination to each bank and
determine the scope of€he ™A examination. This determination should consider work
performed by internal anthgxtern@l a8ditors and other independent risk control functions and
by other examiners on relatedfare appropriate. Examiners need to perform only those
objectives and steps that are re cope of the examination as determined by the
following objectives. Seldom will elery obj&ctive or step of the expanded procedures be

necessary. /

Objective: To determine the applicability of the TYZA gxaggination and identify examination
activities necessary to meet the needs of the sup

1. Determine applicability of the TILA examination
extends, or purchases credit covered by TILA.

e |f the creditor does not offer, extend, or purchase theSypes
credit within the meaning of TILA, the regulation does
review is necessary.

e If the creditor offers, extends, or purchases any of the types of credit that would be
credit within the meaning of TILA, use the following procedures to determine
whether the creditor complies with TILA.

Objective: To determine the scope of the TILA examination and identify examination objectives
and activities necessary to meet the needs of the supervisory strategy for the bank.

1. Review the following sources of information and note any previously identified problems
related to TILA that require follow-up:

e Supervisory strategy
e Examination scope memorandum
e OCC’s supervisory information systems
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Previous reports of examination and work papers

Internal and external audit reports and work papers

Bank management’s responses to previous reports of examination and audit reports
Customer complaints and litigation. Examiners should review customer complaint
data from the OCC’s Customer Assistance Group, the bank, and the Bureau of
Consumer Financial Protection (when applicable). When possible, examiners should
review and leverage complaint analysis already performed during the supervisory
cycle to avoid duplication of effort.

2. Obtain information pertinent to the area of examination from the financial institution’s
compliance management system program (e.g., historical examination findings,
complaint information, and significant findings from compliance review and audit).

financial institution’s internal controls are adequate to ensure
compliance er review. Identify procedures used daily to promptly detect
errors or violati
changes occur (e.g€Changes in interest rates, service charges, computation methods, and

software programs).

Organizational charts

Process flowcharts

Policies and procedures

Loan documentation and disclosu
Checklists/worksheets and review d n
Computer programs

4. Review compliance review and audit work pape e ine whether

e the procedures used address all regulatory provisions (s
section of this booklet).
steps are taken to follow up on previously identified defre !
the procedures used include samples that cover all product types and decision centers.
the work performed is accurate (through a review of some transactions).

significant deficiencies, and the root cause of the deficiencies, are included in reports
to management and the board.

corrective actions are timely and appropriate.

e the area is reviewed at an appropriate interval.

ransactional Testing”

5. Review the financial institution’s record retention practices to determine whether the
required documentation or evidence of compliance is retained for at least

e two years after the disclosures were required to be made or other action was required
to be taken, other than for the advertising requirements, requirements for mortgages
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subject to 12 CFR 1026.19(e) and (f), and certain requirements for mortgages, which
are described later in this booklet (12 CFR 1026.25(a)).

e three years after the later of the date of consummation, the date disclosures are
required to be made, or the date action is required to be taken, for evidence of
compliance with 12 CFR 1026.19(e)-(f) (regarding closed-end loans that are secured
by real property and subject to those sections) other than as set forth later in this
booklet (12 CFR 1026.25(c)(1)(i)).

o five years after consummation for completed Closing Disclosure forms, and all
documents related to these disclosures, as required by 12 CFR 1026.19(f)(1)(i) or
(H(4)(i). If the loan is sold, transferred, or otherwise disposed of during that time, the
creditor must provide a copy of the Closing Disclosure as part of the loan file transfer
to the owner or servicer, who must retain the disclosure for the remainder of the five-
year period (12 CFR 1026.25(c)(1)(ii)).

e three years the date of receipt of payment to show compliance with applicable
loan origi pensation requirements (12 CFR 1026.25(c)(2)).

e three yedfs a mmation to show compliance with applicable ability-to-repay
minimum stafida FR 1026.43(c)-(f)) and prepayment penalty restrictions
(12 CFR 1026. ns secured by a dwelling (12 CFR 1026.25(c)(3)).

6. Indiscussions with bank fhandgement, determine if there have been any significant
changes (for example, in pOligi€s ses, personnel, control systems, third-party
relationships, products, servicesfidelivery channels, volumes, markets, and geographies)
since the prior TILA examinatio

7. Based on an analysis of information obtaiffedéin previous steps, as well as input from
the examiner-in-charge (EIC), determine the objectives of TILA examination.

Select from the following examination procedures tq g8samy steps to meet examination

objectives and the supervisory strategy.
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Disclosure Forms

Objective: To assess the accuracy of the bank’s TILA disclosure forms.

1. Determine if the financial institution has changed any TILA disclosure forms or if there
are forms that have not been previously reviewed for accuracy. If so, verify the accuracy
of each disclosure by reviewing the following:

e Credit card application/solicitation disclosures (12 CFR 1026.60(b)-(e))

e HELOC disclosures (12 CFR 1026.40(d) and (e))

e Initial disclosures (12 CFR 1026.6) and, if applicable, additional HELOC disclosures
(12 CFR 1026.40)

e Periodic statement disclosures (12 CFR 1026.7 and 1026.41)

e Statement i0g rights and change in terms notice (12 CFR 1026.9(a),(b),(c) or

(9))

e Note and/or

ms (including those furnished to dealers)

e Notice of right in0¥cancel (12 CFR 1026.15(b), 1026.23(b)(1), and
1026.47(c)(4))

e Loan Estimate (12 689(e) and 1026.37)

e Closing Disclosure (1ACF 9(f) and 1026.38)

e Special information booklet £12 CFRI1026.19(g))

e Other closed-end credit transacti sures not subject to 12 CFR 1026.19(e) or

() (12 CFR 1026.17(a) and 1026.
ARM disclosures (12 CFR 1026.
High-cost mortgage disclosures (12 CF
Reverse mortgage disclosures (12 CFR

Private education loan disclosures (12 CFR 1026.4

Closed-End Credit Disclosure Forms Review Procedure

Closed-end consumer credit transactions secured by real property; than a reverse
mortgage subject to 12 CFR 1026.33, are subject to the disclosure, timing, and other
requirements under the TILA-RESPA Integrated Disclosure Rule. Thus, for most closed-end
mortgages, including construction-only loans and loans secured by vacant land or by 25 or
more acres, creditors must provide the Loan Estimate and the Closing Disclosure. There is a
partial exemption in 12 CFR 1026.3(h) from the requirement to provide the Loan Estimate
and Closing Disclosure if the loan is (i) a subordinate lien; (ii) a loan for home buyer
assistance, such as down payments or closing costs, rehabilitation loans, energy efficiency
assistance, or foreclosure prevention; (iii) a loan that does not require the payment of interest;
(iv) a loan for which repayment is forgiven, deferred for 20 years, or deferred until the
property is sold or is no longer the consumer’s principal dwelling; and (v) a loan for which
the total costs of the transaction are less than 1 percent of the loan and include fees only for
recording, application, and housing counseling. For those transactions, creditors must provide
other applicable TILA disclosures.
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Note: A creditor may not use TILA-RESPA Integrated Disclosure forms instead of the GFE,
HUD-1, and TIL forms for transactions that continue to be covered by the remaining
disclosure requirements of TILA or RESPA (e.g., reverse mortgages) or before the effective
date of the TILA-RESPA Integrated Disclosure Rule (October 3, 2015) (12 CFR 1026.19(e)

and (f)).

Closed-End Credit Disclosure Forms—for Transactions Under
12 CFR 1026.19(e) and (f)

Note: These procedures have not been updated to reflect the KBYO final rule issued on

July 7, 2017. The 2017 TILA-RESPA rule includes an optional compliance period, which
began on October 10, 2017 and is for transactions for which a creditor or mortgage broker
receives an application before October 1, 2018. During this period, early compliance with the
2017 rule is allowe not required.

Objective: To determine e creditor provides disclosures required under 12 CFR 1026.37
(Loan Estimate) and€l2 106.38 (Closing Disclosure).

1. For loans subject to 12ACFR $026x19(e), determine whether the creditor provides the
good faith disclosures in tge f required by 12 CFR 1026.37 and conforming to the
Loan Estimate in appendix jon Z (12 CFR 1026.19(e) and 1026.37(0)).

2. For loans subject to 12 CFR 102 f), determine whether the creditor provides the
Closing Disclosure in the form requir FR 1026.38 and conforming to the
Closing Disclosure attached at appendixg t lation Z (12 CFR 1026.19(f) and
1027.38(t)).

Note: Use of the Loan Estimate and Closing Di i ndatory for RESPA-
covered transactions. For transactions not covered by ANhe Loan Estimate and
Closing Disclosure may be considered a model form.

Loan Estimate

Objective: To determine whether the creditor provides disclosures required under 12 CFR 1026.37
(Loan Estimate).

Loan Estimate—12 CFR 1026.37(a)

1. Determine whether the disclosures required for the Loan Estimate are accurately
completed and include the following disclosures on the first page (12 CFR 1026.37(a)).
Disclosures are detailed below according to the designations made on the Loan Estimate
form:

e The statement, “Save this Loan Estimate to compare with your Closing Disclosure”
(12 CFR 1026.37(a)(2)).
e Name and address of creditor (12 CFR 1026.37(a)(3)).
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(12 CFR 1026.37(a)(13)).
Loan Terms—12 CFR 1026.37(b) /
2. Determine whether, under the heading “Loa
completed and accurate (12 CFR 1026.37(b)):

Date Issued (12 CFR 1026.37(a)(4)).

Applicants (12 CFR 1026.37(a)(5)).

Property address, including zip code (12 CFR 1026.37(a)(6)).

Sales price/property value (estimated value when there is no seller)

(12 CFR 1026.37(a)(7)).

Loan Term. Stated in years, months, or both, as applicable (12 CFR 1026.37(a)(8)).
Purpose. This is categorized as Purchase, Refinance, or Construction. All other loan
purposes must be categorized as Home Equity Loan (12 CFR 1026.37(a)(9)).
Product, which includes the type of interest rate, categorized as Adjustable Rate, Step
Rate, or Fixed Rate. This disclosure must be preceded by the type of feature that may
change the consumer’s periodic payment, such as Negative Amortization, Interest
Only, Step Payment, Balloon Payment, or Seasonal Payment, with the duration of any
introductory rate or payment period and the first adjustment period, if applicable

1026.37(a)(12)).
ether the disclosed rate is locked for a specific period. If
the date and time (including time zone) that the lock
nying statement that the interest rate, any points,
ge Bpless the interest rate has been locked

so, the disclosure
will expire, along wit
and any lender credits

co

r Il of the following disclosures are

Loan Amount (12 CFR 1026.37(b)(1)).
Interest Rate (12 CFR 1026.37(b)(2)).
Principal and Interest. The applicable unit period (i.e.}
must precede the label “Principal and Interest” (12 CFR
Prepayment Penalty. A statement of whether the loan contains a prepayment penalty,
an affirmative or negative response to the question, the maximum amount of the
prepayment penalty that may be imposed, and the date on which the penalty may no
longer be applied (12 CFR 1026.37(b)(4) and 1026.37(b)(7)(i)). If the date is
disclosed (for an affirmative response), determine whether it is disclosed as the year
in which the event occurs, counting from the date of consummation
(12 CFR 1026.37(b)(8)(iii).
Balloon Payment. A statement of whether
— the loan contains a balloon payment, an affirmative or negative response to the
question, the maximum amount of the balloon payment, and the due date of such
payment (12 CFR 1026.37(b)(5) and 1026.37(b)(7)(ii)). If the date is disclosed
(for an affirmative response), determine whether it is disclosed as the year in
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which the event occurs, counting from the due date of the initial periodic payment
(12 CFR 1026.37(b)(8)(ii)).

— the loan amount, interest rate, or monthly principal and interest can increase after
closing (12 CFR 1026.37(b)(6)) and, if so, the information required by
12 CFR 1026.37(b)(6)(i)-(iii) and 1026.37(b)(8)(i)-(ii).

Projected Payments—12 CFR 1026.37(c)

3. Determine whether, under the heading “Projected Payments,” the following requirements
are met (12 CFR 1026.37(c)):

e All required fields in the table are completed, follow the formatting and statement
requirements, are accurate, and itemize the periodic payments or range of payments
QL itemized estimate of taxes, insurance, assessments, and payments to
ow account funds (12 CFR 1026.37(c)(1)-(5)).

he amount payable for principal and interest, including
INthe payment or range of payments includes any interest-
onIy payment (12 CF 6.37(0)(2)(i))

For adjustable maXImum prlnCIpaI and interest payment must

erest rate in effect throughout the loan
te (12 CFR 1026. 37(c)(2)(|)(A))

determined by assuming t
term is the minimum possiblI
= For adjustable rate and negative
and interest amounts (after the loan tgfm pefod for WhICh the loan principal

al obligation at the end
ined by assuming that
inimum possible

principal amount permitted under the t€
of the loan term. The minimum amounts
the interest rate in effect throughout the loa
interest rate (12 CFR 1026.37(c)(2)(i)(B)).
— Mortgage Insurance. The maximum amount payable s corresponding to
the principal and interest payment disclosed (12 CFR 1026.37(c)(2)(ii)).
— Estimated Escrow. The amount payable into an escrow account to pay some or all
of the charges described in 12 CFR 1026.37(c)(2)(iii). If estimates are used for
property taxes and homeowner’s insurance, they must reflect
(12 CFR 1026.37(c)(5))
= the taxable assessed value of the real property securing the transaction after
consummation, including the value of any improvements on the property or to
be constructed on the property, if known. The disclosure must be made
whether or not such construction will be financed from the proceeds of the
transaction for property taxes (12 CFR 1026.37(c)(5)(i)).

= the replacement costs of the property during the initial year after the
transaction, defined as premiums or other charges for insurance against loss of
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or damage to property, or against liability arising out of ownership or use of
property (12 CFR 1026.37(c)(5)(ii)).
— Estimated Total Monthly Payment. The total periodic payment, calculated as the
sums disclosed as the Principal and Interest, Mortgage Insurance, and Escrow
(12 CFR 1026.37(c)(2)(iv)).

Note: The headings noted for the “Projected Payments” table must be listed under the
master heading “Payment Calculation” (12 CFR 1026.37(c)(3)(i)).

e If the amount of a periodic monthly payment may change, additional, separate
periodic payments or range of payments have been disclosed. Events requiring
additional disclosure(s) include (1) the change of the periodic principal and interest
payment or range of such payments, (2) a scheduled balloon payment, (3) the
automatic tergagpation of mortgage insurance, or (4) the anniversary of the due date of
the initial g&iodg payment or range of payments immediately following the
occurrern€e ofiagfange in the principal and interest payment or range of such
payments (1Z/ICFREL026,37(c)(1)(i)).

owing requirements in disclosing a range of payments

— Disclosed both theImifg and maximum amount for both the principal and
interest payment a iodic payment (12 CFR 1026.37(c)(1)(iii)).

— Accurately disclosed a rdnge of gayments in which multiple events are combined
into a single range of pa St the requirement that only four disclosures
may be made (12 CFR 1026.3

— Accurately disclosed a range of
single year or an event occurs durin agdyear as the initial periodic payment
or range of payments. If the event oc the same year as the initial
periodic payment or range of payments, ether the creditor has
disclosed the range that would apply during
occur (12 CFR 1026.37(c)(1)(iii)(B)).

— Accurately disclosed a range of payments if the
payment may adjust based on index rates at the time€g
may occur (12 CFR 1026.37(c)(1)(iii)(C)).

e The creditor has not disclosed more than four separate periodic payments or ranges of
payments (12 CFR 1026.37(c)(1)(ii)).

— If additional separate periodic payments or range-of-payments disclosures are
required after the third separate periodic payment or range-of-payment disclosure,
and the transaction does not involve a balloon payment, determine whether the
creditor has disclosed the additional separate periodic payment or range of
payments as a single fourth range-of-payments disclosure
(12 CFR 1026.37(c)(1)(ii)).

— If additional separate periodic payments or range-of-payments disclosures are
required and the transaction involves a final balloon payment, determine whether
the creditor has disclosed the additional separate periodic payment or range of
payments as a single range of payments after the second separate periodic
payment disclosure. Disclosure of the final balloon payment must appear as the
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final disclosure, under the heading “Final Payment”
(12 CFR 1026.37(c)(1)(ii)(A), 1026.37(c)(3)(iii)).

— The automatic termination of mortgage insurance requires disclosure of an
additional separate periodic payment or range of payments only if the total
number of separate periodic payments or ranges of payments does not exceed
three (12 CFR 1026.37(c)(1)(ii)(B)).

— Each separate, periodic payment or range of payments must be disclosed under a
subheading stating the years of the loan during which that payment or range of
payments will apply. The years must be disclosed in sequence of whole years
from the due date of the initial periodic payment (12 CFR 1026.37(c)(3)(ii)).

e The creditor has accurately disclosed the following information regarding taxes,
insurance, and assessments (12 CFR 1026.37(c)(4)):

— The sum of all mortgage-related obligations, expressed as a monthly amount,
even |f nggéscrow account for the payment of some or any of such charges will be
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that must be disclosed as taxes, insurance, and
or other charges for credit life, accident, health, or

damage to property, or agai
property; or premiums or ch

liabiligy arising out of the ownership or use of
S paidgfor debt cancellation or debt suspension

— A statement that the mortgage-relate ans disclosed can increase over time
(12 CFR 1026.37(c)(4)(iii)). If estimate ael for property taxes and
homeowner’s insurance, they must reflee ing (12 CFR 1026.37(c)(5)):
= The taxable assessed value of the real prope ing the transaction after

consummation, including the value of an gRts on the property or to

be constructed on the property, if known. Th&di Amust be made
whether or not such construction will be financed proceeds of the
transaction for property taxes (12 CFR 1026.37(c)(&

= The replacement costs of the property during the initial year after the
transaction for premiums or other charges for insurance against loss of or
damage to property, or against liability arising out of ownership or use of
property (12 CFR 1026.37(c)(5)(ii)).

— A statement of whether the mortgage-related obligations include payments for
property taxes; premiums or other charges for insurance against loss of or damage
to property, or against liability arising out of the ownership or use of property; or
as otherwise identified by 12 CFR 1026.43(b)(8). The creditor must disclose
whether the amounts will be paid by the creditor using escrow account funds
(12 CFR 1026.37(c)(4)(iv)).

— A statement that the consumer must pay separately any mortgage-related
obligations that are not paid by the creditor using escrow account funds
(12 CFR 1026.37(c)(4)(v)).
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— Areference to the escrow account information contained on page 2 of the Loan
Estimate, titled “Initial Escrow Payment at Closing” (12 CFR 1026.37(c)(4)(vi)).

Costs at Closing—12 CFR 1026.37(d)

4. Determine whether, under the heading “Costs at Closing,” the creditor discloses the
Estimated Closing Costs (including loan costs and other costs, less lender credits) and the
Estimated Cash to Close (including Closing Costs), based on the calculations required by
12 CFR 1026.37(f), (9), and (h) (and found on page 2 of the Loan Estimate)

(12 CFR 1026.37(d)(1)).

5. Determine whether, for transactions that do not involve a seller, the creditor chose to use
the alternative “Cash to Close” table. If so, determine whether the amount is calculated in
accordance with 28 CFR 1026.37(h)(2)(iv) (*“Cash to or From Consumer”); includes a
statement of {E the disclosed estimated amount is due from or to the consumer; and
includes a st&temadgeferring the consumer to the alternative “Calculating Cash to Close”
table pursuant tofl 2 6.37(h)(2) and the model form found in appendix H-24(G)
of Regulation Z (1 026.37(d)(2)).

Website Disclosure—12 CFR 18R6.87(e)

6. Determine whether the creditor disclose§ that the consumer may obtain general
information and tools on the BCRP websitgfand has included a link to the site specified in
12 CFR 1026.37(e).

Closing Cost Details: Loan Costs—12 CFR 1

7. Determine on page 2 whether, under the headinfg ts,” the creditor makes the
following disclosures (12 CFR 1026.37(f)):

t and a subtotal of all
inator for

e Origination Charges. Accurately itemized to reflec
amounts that the consumer will pay to each creditor and
originating and extending the credit. Determine whether
to reduce the interest rate are itemized separately, as both a percentage of the amount
of credit extended and a dollar amount, and use the label “__ % of Loan Amount
(Points).” Determine whether points paid is the first item listed. If points to reduce the
interest rate are not paid, this disclosure must be left blank (12 CFR 1026.37(f)(1)).

e Services You Cannot Shop For. An accurate itemization, limited to 13 items, of each
amount and subtotal of all amounts that the consumer will pay for settlement services
that the consumer cannot shop for and that are provided by persons other than the
creditor or mortgage broker. Determine whether the terms related to title insurance
include “Title” as an introductory description (12 CFR 1026.37)(f)(2).

e Services You Can Shop For. An accurate itemization, limited to 14 items, of each
amount and subtotal of all amounts that the consumer will pay for settlement services
that the consumer can shop for and that are provided by persons other than the
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creditor or mortgage broker. Determine whether the terms related to title insurance
include “Title” as an introductory description (12 CFR 1026.37)(f)(3)).

e Total Loan Costs. An accurate sum of the subtotals required to be disclosed under
1026.37(f) as Origination Charges, Services You Cannot Shop For, and Services You
Can Shop For (12 CFR 1026.37()(4)).

8. Other than as noted above for origination charges, determine that items are ordered
alphabetically by label under the applicable subheading. If there are more than the
maximum allowable number of line items, determine that the remaining charges are
disclosed in the aggregate in the last line as “Additional Charges” (12 CFR 1026.37(f)(5)

and (f)(6)).

Closing Cost Details: Other Costs—12 CFR 1026.37(g)
9. Determine whe a@ e creditor makes the following disclosures (12 CFR 1026.37(Q)):

e Taxes and Other ent Fees. Accurately itemized to reflect amounts to be paid

subtotals for recongi other taxes. A separate line must be included for
transfer taxes paid Dy @he @gnstmer. If not charged to the consumer, these fields must
be left blank ((12 CF : ).

e Prepaids. Accurately itemizg@l to reflgct amounts to be paid by the consumer in
advance of the first schedule@\paymeniféend the subtotals of all such amounts. The
disclosures must follow the requir nd include the number of months and the
total dollar amount to be paid at cOn igp for homeowner’s insurance and MIPs;
the prepaid interest to be paid at consum
days, interest rate, and the total to be colf€éctg
property taxes are to be paid; and the amoufy er will pay at
consummation. If any of these items are not ch8 onsumer, the field must
be left blank. A maximum of three additional ite applicable time period
covered by the payment at consummation and total ay be disclosed as
prepaids (12 CFR 1026.37(g)(2)).

e Initial Escrow Payment at Closing. Accurately itemized t t the amounts that the
consumer will be expected to place into an escrow account at consummation to be
applied to recurring periodic charges and subtotals of all amounts. The disclosure
must provide the amount escrowed each month, the number of months of escrow, and
the total amount to be paid into the escrow account by the consumer at
consummation. Homeowner’s insurance premiums, MIPs, and property taxes must be
separately subtotaled. If any of these items are not charged to the consumer, that field
must be left blank. A maximum of five additional items may be disclosed as part of
the Initial Escrow Payment at Closing (12 CFR 1026.37(g)(3)).

e Other. An accurate itemization of costs that the consumer is likely to pay, or has
contracted with a person other than the creditor or loan originator to pay, at closing
and of which the creditor is aware at the time of issuing the Loan Estimate. Determine
whether the creditor has used a descriptive label for each such amount and provided
the subtotal of all such amounts. Determine whether the terms related to title
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insurance include “Title” as an introductory description and whether the parenthetical
description “(optional)” is used at the end of the label for items disclosing any
premiums paid for separate insurance, warranty, guarantee, or event-coverage
products. A maximum of five items may be disclosed as “Other”
(12 CFR 1026.37(g)(4)).
e Total Other Costs. An accurate sum of the subtotals for Taxes and Other Government
Fees, Prepaids, Initial Escrow Payment at Closing, and Other, disclosed pursuant to
12 CFR 1026.37(g)(1) through (4) (12 CFR 1026.37(g)(5)).
e Total Closing Costs. Accurate component amounts and sum of the following
(12 CFR 1026.37(9)(6)):
— “D+1.” A sum of the total loan costs and total other costs
(12 CFR 1026.37(g)(6)(i)).
— Lender Credits. The amount of any lender credits, disclosed as a negative number.
If no sucl@gnount is disclosed, this line must be left blank

(12 CE 837(9)(6)(ii)).

lender credits. NonspgCifiGlertter credits are generalized payments from the creditor
to the consumer that d particular fee on the disclosures provided
pursuant to 12 CFR 1026.19(€)(1). Specific lender credits are specific payments, such
as a credit, rebate, or reimbu nt, a creditor to the consumer to pay for a
specific fee. Nonspecific lender cr
charges to the consumer (Commerit

10. Determine that items follow the alphabetica
12 CFR 1026.37(g)(7) and (g)(8).

Closing Cost Details: Calculating Cash to Close—12 GER h)

11. Determine whether, under the heading “Calculating Cash ta he creditor has
accurately disclosed the total amount of cash or other funds thatg#st be provided by the

consumer at consummation, itemized into the following component amounts
(12 CFR 1026.37(h)(1)):

e Total Closing Costs. The amount must be disclosed as a positive number
(12 CFR 1026.37(h)(1)(i)).
e Closing Costs Financed (Paid From Your Loan Amount). The amount of any closing
costs to be paid out of loan proceeds, disclosed as a negative number
(12 CFR 1026.37(h)(1)(ii)).
e Down Payment/Funds From Borrower.
— For a purchase transaction, disclosed as the amount of the difference between the
purchase price of the property and the principal amount of the loan, as a positive
number.
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— For all other transactions, disclosed as the estimated funds from the consumer
determined in calculating Funds for Borrower under 12 CFR 1026.37(h)(1)(v)
(12 CFR 1026.37(h)(1)(iii)).

e Deposit.

— For a purchase transaction, disclosed as the amount that is paid to the seller or
held in trust or escrow by an attorney or other party under the terms of the
agreement for the sale of the property, as a negative number.

— For all other transactions, disclosed as $0 (12 CFR 1026.37(h)(1)(iv)).

e Funds for Borrower. Disclosed as the amount of funds for the consumer, determined
by subtracting the principal amount of the credit extended (excluding any amount
disclosed as closing costs to be financed pursuant to 12 CFR 1026.37(h)(2)(ii)) from
the total amount of all existing debt being satisfied in the transaction (except to the
extent the satisfaction of such existing debt is disclosed as Other Costs in accordance
wit B26.37(g)) (12 CFR 1026.37(h)(1)(Vv)):

ment/Funds From Borrower” (12 CFR 1026.37(h)(1)(iii)(B)),
der the heading “Funds for Borrower,” in accordance with
(12 CFR 1026.37(h)(1)(V)(A)).

negative number UpdefRthe heading “Funds for Borrower”
(12 CFR 1026.37(h 7anthgs $0 under the heading “Down Payment/Funds

from Borrower” in accor@lance wiith 12 CFR 1026.37(h)(1)(iii)(B))
$

(12 CFR 1026.37(h)(1)(v

— If the calculation yields “0,” t
accordance with 12 CFR 1026.3
(12 CFR 1026.37(h)(1)(v)(C)).

disclosed under both headings in
(i#B) and (h)(1)(v)

number (12 CFR 1026.37(h)(1)(vi)).
e Adjustments and Other Credits. Determined by com (
(determined under 12 CFR 1026.37(f)) and Total Other€ détermined under
12 CFR 1026.37(g)) that are paid by persons other than the¥8an originator, creditor,
consumer, or seller, together with any other amounts that are required to be paid by
the consumer at closing pursuant to a purchase and sale contract. Must be disclosed as
a negative number (12 CFR 1026.37(h)(1)(vit)).
e Estimated Cash to Close. The sum of the amounts of the components required for
calculating Cash to Close, disclosed in accordance with 12 CFR 1026.37(h)(1)(i)
through (vii) (12 CFR 1026.37(h)(1)(viii)).

Closing Cost Details: Alternative Calculating Cash to Close Table for Transactions
Without a Seller—12 CFR 1026.37(h)(2)

12. If the transaction does not involve a seller and the creditor has chosen to provide the
optional alternative “Calculating Cash to Close” table modeled in appendix H-24(G),
determine whether the creditor accurately discloses the total amount of cash or other
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funds that must be provided by the consumer at consummation, itemized into the
following component amounts (12 CFR 1026.37(h)(2)):

e Loan Amount (12 CFR 1026.37(h)(2)(i)).

e Total Closing Costs. Disclosed as a negative number (12 CFR 1026.37(h)(2)(ii)).

e Total Payoffs and Payments. Disclosed as the total amount of payoffs and payments
to be made to third parties that are not otherwise disclosed, as a negative number
(12 CFR 1026.37(h)(2)(iii)).

e Cash to Close. Disclosed as the amount of cash or other funds due from or to the
consumer and a statement of whether the disclosed estimated amount is due from or
to the consumer. The amount must be calculated as the sum of the amounts disclosed
under Loan Amount, Total Closing Costs, and Total Payoffs and Payments
(12 CFR 1026.37(h)(2)(iv)).

e Closing Costg’Rinanced (Paid From Your Loan Amount). Disclosed as the sum of the
amounts n Amount and Total Payoffs and Payments. The sum is disclosed
only to the e It gggreater than 0, and is less than or equal to the amount disclosed
under Total i (12 CFR 1026.37(h)(2)(Vv)).

Note: If a creditolghoosgs to\provide the optional alternative “Calculating Cash to
Close” table for transadctio ithout a seller, the alternative table must also be used
in the Closing Disclos

Closing Cost Details: Adjustable en e—12 CFR 1026.37(i)
13. For loans in which the periodic principa st payment may change after
consummation based on a factor other than ate adjustment, or for seasonal

payment products as described in 12 CFR 1026 )(i1)(E). Determine whether the
“Closing Cost Details” and

the following requirements:

Note: The AP table is not to appear where it is inapplicab

e Interest-Only Payments. The disclosure states yes or no to the question of whether the
transaction is an interest-only product under 12 CFR 1026.37(a)(10)(ii)(B) and, if the
answer is yes, the disclosure states the period during which interest-only periodic
payments are scheduled (12 CFR 1026.37(i)(1)).

e Optional Payments. The disclosure states yes or no to the question of whether the
terms of the legal obligation expressly provide that the consumer may elect to pay a
specified periodic principal and interest payment in an amount other than the
scheduled amount of the payment, and, if the answer is yes, the disclosure states the
period during which the consumer may elect to make such payments
(12 CFR 1026.37(i)(2)).

e Step Payments. The disclosure states yes or no to the question of whether the
transaction is a step payment product under 12 CFR 1026.37(a)(10)(ii)(C) and, if the
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answer is yes, the disclosure states the period during which the regular periodic

payments are scheduled to increase (12 CFR 1026.37(i)(3)).

e Seasonal Payments. The disclosure states yes or no to the question of whether the
transaction is a seasonal payment product under 12 CFR 1026.37(a)(10)(ii)(E) and, if
the answer is yes, the disclosure states the period during which periodic payments are
not scheduled (12 CFR 1026.37(i)(4)).

e Principal and Interest Payments. This label is immediately preceded by the applicable
unit period, and the disclosures must contain the following information:

— The number of the payment of the first periodic principal and interest payment
that may change under the terms of the legal obligation (counting from the first
periodic payment due after consummation), and the amount or range of the
periodic principal and interest payment for such payment, labeled “First
Change/Amount” (12 CFR 1026.37(i)(5)(i)).

— The freg of subsequent changes to the periodic principal and interest

d “Subsequent Changes” (12 CFR 1026.37(i)(5)(ii)).

— The Maxifne jodic principal and interest payment that may occur during the
term of the , and the first periodic principal and interest payment that

can reach s imum, counting from the first periodic payment due after
consummatio “Maximum Payment” (12 CFR 1026.37(i)(5)(iii)).
Closing Cost Details: Adjust ate Table—12 CFR 1026.37(j)

14. If the interest rate may increase on ation, determine whether the creditor
discloses, as a separate table under thegfasigfiheadings “Closing Cost Details” and

“Adjustable Interest Rate (AIR) Table,” € f@llowing information and satisfies the

following requirements (12 CFR 1026.37(j)

Note: The AIR table is not to appear where it i @ a

does not adjust after consummation.

because the interest rate

e “Index + Margin.” Disclosed if the interest rate ma end the product type is not
a Step Rate under 12 CFR 1026.37(a)(10)(i)(B). The disgl ust show the index
on which the adjustments to the interest rate are based andheffnhargin that is added to
the index to determine the interest rate (12 CFR 1026.37(j)(1)).

e Interest rate adjustments. If the product type is a step rate and not also an adjustable
rate under 12 CFR 1026.37(a)(10)(i)(A), the disclosure must show the maximum
amount of any adjustments to the interest rate that are scheduled and predetermined
(12 CFR 1026.37(j)(2)).

e Initial Interest Rate. The disclosure must show the initial interest rate at
consummation of the loan transaction (12 CFR 1026.37(j)(3)).

e Minimum/Maximum Interest Rate. The disclosure must show the minimum and
maximum interest rates for the loan, after any introductory period expires
(12 CFR 1026.37(j)(4)).

e Change Frequency. The disclosure must show the month when the interest rate after
consummation may first change, calculated from the date interest for the first
scheduled periodic payment begins to accrue, labeled “First Change,” and the
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frequency of interest rate adjustments after the initial adjustment to the interest rate,
labeled “Subsequent Changes” (12 CFR 1026.37(j)).

e Limits on Interest Rate Changes. The disclosures must show the maximum possible
change for the first adjustment of the interest rate after consummation, labeled “First
Change,” and the maximum possible change for subsequent adjustments of the
interest rate after consummation, labeled “Subsequent Changes” (12 CFR 1026.37(j)).

Additional Information About This Loan—12 CFR 1026.37(k)

15. Determine whether the creditor accurately discloses contact and NMLSR information as
follows:

e Lender/mortgage broker. The name and NMLSR ID or license ID number for the

assigned an NMLSR 1D, the license number or other unique
identifie®1ssugd creditor or mortgage broker by the applicable jurisdiction or

applicable juri or regulatory body stated before the word “License” in the
label, if any (12

is the primary contact for the consumer. If the
signed an NMLSR ID, the license number or
the icable jurisdiction or regulating body with

individual loan officer has n
other unique identifier issue
which the loan officer is license
abbreviation for the state of the appli
before the word “License” in the label, i

e E-mail/phone (respectively). The email
officer (12 CFR 1026.37(Kk)(3)).

Additional Information About This Loan: ComparisofS—3 CER 1026.37(1)

16. Determine whether the creditor accurately discloses the fol
comparison purposes and includes the statement “Use these
loan with other loans” (12 CFR 1026.37(1)):

es to compare this

e “In5 Years” calculations (12 CFR 1026.37(1)(1)).

— The total principal, interest, mortgage insurance, and loan costs scheduled to be
paid through the end of the 60th month after the due date of the first periodic
payment, expressed as a dollar amount, along with the statement “Total you will
have paid in principal, interest, mortgage insurance, and loan costs.”

— The principal scheduled to be paid through the end of the 60th month after the due
date of the first periodic payment, expressed as a dollar amount, along with the
statement “Principal you will have paid off.”

See the “TILA-RESPA “Integrated Disclosures Formulas” Quick Reference Guide in
appendix H of this booklet for overview of the “In 5 Years” formula.
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e Annual Percentage Rate (APR). Expressed as a percentage, and the statement “Your
costs over the loan term expressed as a rate. This is not your interest rate”
(12 CFR 1026.37(1)(2)).

e Total Interest Percentage (TIP). The total amount of interest that the consumer will
pay over the life of the loan, expressed as a percentage of the amount of credit
extended, and the statement “The total amount of interest that you will pay over the
loan term as a percentage of your loan amount” (12 CFR 1026.37(1)(3)).

Additional Information About This Loan: Other Considerations—12 CFR 1026.37(m)
17. Determine whether the creditor accurately discloses the following (12 CFR 1026.37(m)):

e Appraisal. For transactions subject to 15 USC 1639h or 1691(e), as implemented in

this part or Rg@ulation B, 12 CFR 1002, respectively, a statement, labeled

“Appraisa explains the following (12 CFR 1026.37(m)(1)):

— The Credifdmfayporder an appraisal to determine the value of the property
identified§in 026.37(a)(6) and may charge the consumer for that
appraisal.

— The creditor Wll promiptifaprovide the consumer a copy of any appraisal, even if
the transaction is RDt c@nstimmated.

— The consumer may for an additional appraisal of the property for
the consumer's use.

e Assumption. A statement of er @fsu
permitted to assume the remainingg®a
(12 CFR 1026.37(m)(2).

e Homeowner’s Insurance. At the option

insurance is required on the property an
provider (12 CFR 1026.37(m)(3)).

equent purchaser of the property may be
igation on its original terms

e gieditor, a statement that homeowner’s
dihsumer may choose the insurance

e Late Payment. A statement detailing any charge th y D& imposed for a late
payment, stated as a dollar amount or percentage Clyargevof ate payment amount,
and the number of days that a payment must be late t&ytri late payment fee
(12 CFR 1026.37(m)(4)).

¢ Refinance. The following statement: “Refinancing this loa | depend on your

future financial situation, the property value, and market conditions. You may not be
able to refinance this loan” (12 CFR 1026.37(m)(5)).

e Servicing. A statement of whether the creditor intends to service the loan or transfer
the loan to another servicer (12 CFR 1026.37(m)(6)).

e Liability After Foreclosure (if applicable). If the purpose of the credit transaction is to
refinance an extension of credit as described in 12 CFR 1026.37(a)(9)(ii), a brief
statement that certain otherwise applicable state law protections against liability for
any deficiency after foreclosure may be lost, the potential consequences of the loss of
such protections, and a statement that the consumer should consult an attorney for
additional information (12 CFR 1026.37(m)(7)).

e Construction loans. In a transaction that involves a new construction, if the creditor
reasonably expects settlement will occur more than 60 days after the loan estimate is
issued and wishes to retain the option to provide a revised disclosure, a clear and
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conspicuous statement that a revised disclosure may be issued any time prior to
60 days before consummation (12 CFR 1026.37(m)(8)).

Additional Information About This Loan: Confirm Receipt—12 CFR 1026.37(n)

18. If the creditor choses to provide a signature statement, determine whether the creditor
accurately provides the following: “By signing, you are only confirming that you have
received this form. You do not have to accept this loan because you have signed or
received this form.” If the creditor does not include a line for the consumer’s signature,
the creditor must disclose the following statement (labeled “Loan Acceptance”): “You do
not have to accept this loan because you have received this form or signed a loan
application” (12 CFR 1026.37(n)).

Loan Estimate Forpgof Disclosures—12 CFR 1026.37(0)

19. Determine wifiet editor made the disclosures required by 12 CFR 1026.37 clearly

and conspicuous

relative to the master h€agding$§, héadings, subheadings, labels, and similar designations in
the same manner, as showRJn BSor. 4, set forth in appendix H to Regulation Z
(12 CFR 1026.37(0)(1) and (2)):

e Form H-24 required. Determin M r a transaction subject to
12 CFR 1026.19(e) that is a federally, rtgage loan, as defined in

Rorm H-24, set forth in appendix H
(12 CFR 1026.37(0)(3)(i)).
e Substantially similar disclosures. Determin® : creditor makes the
disclosures with headings, content, and forma I similar to Form H-24, set
forth in appendix H, for any other transaction subj R 1026.37 and
12 CFR 1026.37(0)(3)(ii).
e Rounding—nearest dollar. Determine whether the cre @ tely rounds the
following figures to the nearest whole dollar disclosed p pt'to
12 CFR 1026.37(0)(4)(i)(A):
— The dollar amounts for Loan Terms required by 12 CFR 1026.37(b)(6)-(7),
(i.e., adjustments after consummation and details about prepayment penalty and
balloon payments).
— The dollar amounts for Projected Payments or range of payments required by
12 CFR 1026.37(c)(2)(iii) (i.e., minimum and maximum amounts of principal and
interest for projected periodic payments or range of payments).
— The dollar amounts for mortgage insurance required to be disclosed by
12 CFR 1026.37(c)(2)(ii) (i.e., itemization of maximum amount of MIPS).

%3 Limited changes to the disclosure forms are permitted, including substitution of “monthly” with the
applicable unit period, making disclosures in languages other than English, and the creditor’s logo in the space
allotted for the identification of the creditor (12 CFR 1026.37(0)(5)).
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— The dollar amounts for escrow required to be disclosed by
12 CFR 1026.37(c)(2)(iii).

— The dollar amounts for taxes, insurance, and assessments required to be disclosed
by 12 CFR 1026.37(c)(4)(ii).

— The dollar amounts for loan costs required to be disclosed by 12 CFR 1026.37(f)
(i.e., Origination Charges, Services You Cannot Shop For, Services You Can
Shop For, and Total Loan Costs).

— The dollar amounts for Other Costs required by 12 CFR 1026.37(g) (i.e., Taxes
and Other Government Fees, Prepaids, Initial Escrow Payment at Closing, Other,
Total Other Costs, and Total Closing Costs) except as noted for percentages.

— The dollar amounts for calculating Cash to Close required to be disclosed by
12 CFR 1026.37(h).

— The dollar amounts for the AP table required to be disclosed by

(12 CFR 1026.

— The per diem
per day).

— The figures disclose ant 19,12 CFR 1026.37(g)(3)(i)-(iii) (initial escrow
payment at closing for h@meown€r’s insurance, mortgage insurance, and property
taxes) and 12 CFR 1026. w ditional escrow items).

e Loan Amount. Determine that thegfedi
pursuant to 12 CFR 1026.37(b)(1) add tr dhole numbers at the decimal point
(12 CFR 1026.37(0)(4)()(B)).
e Total periodic payment. Determine that theg
periodic payment disclosed pursuant to 12

e Percentages. Determine that the creditor does not rou
amounts and discloses them using up to the required nu
(12 CFR 1026.37(0)(4)(ii)):
— Three decimal places. The APR disclosed pursuant to 12 CFR 1026.37(1)(2) is
disclosed up to three decimal places, and if the amount is a whole number, the
amount is truncated at the decimal point.
— Two to three decimal places. The following percentages are disclosed up to two or
three decimal places, and if the amount is a whole number, the amount is
truncated at the decimal point for
= interest rate and adjustments after consummation, disclosed pursuant to
12 CFR 1026.37(b)(2) and (6).

= points as a percentage of the loan amount, disclosed pursuant to
12 CFR 1026.37(f)(2)(i).

= percentage of prepaid interest to be paid per day, disclosed pursuant to
12 CFR 1026.37(9)(2)(iii).
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= |Index + Margin, Initial Interest Rate, Minimum/Maximum Interest Rate, and
Limits on Interest Rate Changes (as disclosed on the AIR table), disclosed
pursuant to 12 CFR 1026.37(j).

= TIP, disclosed pursuant to 12 CFR 1026.37(1)(3) (12 CFR 1026.37(0)(4)(ii)).

Closing Disclosure

Objective: To determine whether the creditor provides disclosures required under 12 CFR 1026.38
(Closing Disclosure).

Closing Disclosure—12 CFR 1026.38(a)

1. Determine whether the disclosures required for the Closing Disclosure are accurately

completed and i
closing costs. 4

de the statement: “This form is a statement of final loan terms and
~@ e this document with your Loan Estimate” (12 CFR 1026.38(a)(2)).

Closing Informatio§— 1026.38(a)(3)

2. Determine whether alfields ired by 12 CFR 1026.38(a)(3) are complete and
accurate:

Date Issued. Indicating the d@te disclpsures are delivered (12 CFR 1026.38(a)(3)(i)).
Closing Date (12 CFR 1026. (3)ad).
Disbursement Date (12 CFR 1026

settlement agent (12 CFR 1026.38(a)(3)

Property. The address or location of the pro
(12 CFR 1026.38(a)(3)(vi)).
Sale Price/Appraised Property Value. For transac

Transaction Information—12 CFR 1026.38(a)(4)

3. Determine whether all fields required by 12 CFR 1026.38(a)(4) are complete and
accurate:

Borrower. The consumer’s name and mailing address (12 CFR 1026.38(a)(4)(i)).
Seller. Where applicable, the seller’s name and mailing address

(12 CFR 1026.38(a)(4)(ii)).

Lender. The name of the creditor making the disclosure (12 CFR 1026.38(a)(4)(iii)).
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Loan Information—12 CFR 1026.38(a)(5)

4. Determine whether all fields required by 12 CFR 1026.38(5) are complete and accurate:

Loan Term (12 CFR 1026.38(a)(5)(i)).

Purpose (12 CFR 1026.38(a)(5)(ii)).

Product (12 CFR 1026.38(a)(5)(iii)).

Loan Type (12 CFR 1026.38(a)(5)(iv)).

Loan ID number (12 CFR 1026.38(a)(5)(V)).

MIC number. The case number for any mortgage insurance policy, if required by the
creditor (12 CFR 1026.38(a)(5)(vi)).

Loan Terms—12 CFR 1026.38(b)

5. Determine w creditor discloses, in a separate table labeled “Loan Terms,” the
information fequi disclosed on the Loan Estimate under 12 CFR 1026.37(b)
reflecting the terfns

Projected Payments—1 028,38(c)

6. Determine whether the creth
Payments,” the projected paym
on the Loan Estimate under 12
the legal obligation at consummation.
escrow account disclosure required by

ge of payments (in the same manner as required
(1) through (4)(v)) reflecting the terms of
e whether the creditor referred to the

Regulation X 12 CFR 1024.17 (12 CFR 1026.

e For transactions not subject to RESPA, either cal
analysis described in Regulation X, 12 CFR 1024.1
12 CFR 1026.37(c)(5) and 1026.38(c)(1)(ii).

Costs at Closing—12 CFR 1026.38(d)

7. Determine whether the creditor discloses the following:

e Closing Costs. Disclosed as the sum of the dollar amounts disclosed on page 2 of the
Closing Disclosure, pursuant to 12 CFR 1026.38(f)(4) (loan costs),

12 CFR 1026.38(g)(5) (other costs), and 12 CFR 1026.38(h)(3) (lender credits),
together with a statement referring the consumer to the disclosures on page 2
(12 CFR 1026.38(d)(i)(A)-(E)).

e Cash to Close. Disclosed as the sum of the dollar amounts calculated in accordance
with the “Calculating Cash to Close” table (12 CFR 1026.38(i)(9)(ii)), together with a
statement referring the consumer to the disclosures on page 2
(12 CFR 1026.38(d)(ii)(A)—-(B)).
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Cash to Close (alternative for transactions without a seller). Disclosed as the amount
calculated according to 12 CFR 1026.38(e)(5)(ii), together with a statement of
whether the amount is due from or to the consumer and a reference to the alternative
“Calculating Cash to Close” table required pursuant to 12 CFR 1026.38(e)

(12 CFR 1026.38(d)(2)(i)—(iii)).

Closing Cost Details: Loan Costs—12 CFR 1026.38(f)

8. Determine whether the creditor disclosed all costs associated with the transaction, with
columns stating whether the charge was borrower-paid at or before closing, seller-paid at
or before closing, or paid by others, under the following subheadings:

Origination Charges. Itemized amounts paid for charges disclosed on the Loan
Estimate (12 @ER 1026.37(f)(1)) and the total of borrower-paid amounts paid at or
i ether with

— the cBmp aid by the creditor to a third-party loan originator.

— the namelof t arty loan originator receiving payment

Services Borrow t Shop For. Itemized costs for each settlement service the
creditor required but did n@t allow the consumer to shop for, with name of recipient,
amount, and total costs rrower-paid at or before closing. Items listed in
the Loan Estimate (12 CFR £026.37§)(3)) are disclosed here if the consumer was
provided with a written list 0 le service providers under

12 CFR 1026.19(e)(1)(vi)(C), and mer selected a settlement service provider
from that written list (12 CFR 1026.

costs designated as borrower-paid at or before
on the Loan Estimate pursuant to 12 CFR 1026.3

select a settlement service provider from that written lis§ 1026.38()(3)).
Total Loan Costs (Borrower-Paid). The sum of the amountSwi#Sclosed under

12 CFR 1026.38(f)(5) as borrower-paid for the origination charge, services the
borrower did not shop for, and services the borrower did shop for

(12 CFR 1026.38(1)(4)).

Loan Costs Subtotals. Calculation of the total borrower-paid costs at or before
closing, showing each subtotal for the Origination Charge, Services Borrower Did
Not Shop For, and Services Borrower Did Shop For (12 CFR 1026.38(f)(5)).

Closing Cost Details: Other Costs—12 CFR 1026.38(g)

9. Determine whether the creditor disclosed all costs associated with the transaction (other
than those disclosed in the “Loan Costs” table) with columns stating whether the charge
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was borrower-paid at or before closing, seller-paid at or before closing, or paid by others,
including the following:

Taxes and Other Government Fees. All taxes and government fees to be paid by the
borrower at or before closing, including recording fees and transfer taxes, accurately
itemized. Determine that the itemized transfer tax is accompanied by the name of the
government entity assessing the transfer tax (12 CFR 1026.38(g)(1)(i)-(ii)).

Prepaids. Accurately itemized prepaid charges described in the borrower’s Loan
Estimate as required by 12 CFR 1026.37(g)(2); the name of the person ultimately
receiving the prepaid payment or the government entity assessing the property tax
charged; and the total of all amounts designated as borrower-paid at or before closing
(12 CFR 1026.38(g)(2)).

In|t|al Escrow Payment at Closmg Accurate |tem|zat|ons of each escrow amount

(3) (e.g., homeowner’s insurance, mortgage insurance, property
aggregate adjustments pursuant to 12 CFR 1024.17(d)(2); and

Other. Accurate Itemizati@nsef the following:
— All charges for sefyice§required for or related to the borrower’s transaction that
are in addition to t r losed in the “Loan Costs” table
(12 CFR 1026.38(f)) andiin the preceding 12 CFR of the “Other Costs” table
(12 CFR 1026.38(g)(1)-(
— All charges for services requir
consumer, the seller, or other pa
receiving the payment.

ined in the real estate closing by the

— The total of all such itemized amountS t designated borrower-paid at or
before closing, with the applicable desig ems that are optional or are
components of title insurance services (12 8(9)(4)(i)-(ii))

Total Other Costs (Borrower-Paid). Accurately totaled losed sum of all

amounts disclosed as borrower-paid (12 CFR 1026.38
Other Costs Subtotals. Accurately added individual sub
Details—Other Costs” table disclosed under 12 CFR 1026:
total (12 CFR 1026.38(g)(6)).

e “Closing Cost
8(0)(1)-(4) to produce the

Closing Cost Details: Total Closing Costs—12 CFR 1026.38(h)

10. Determine whether the creditor

follows the description, labeling, and ordering requirements for this table

(12 CFR 1026.38(h)(4)).

accurately discloses the following closing cost totals:

— Total Closing Costs (Borrower-Paid). The sum of subtotals for closing costs
(12 CFR 1026.38(h)(2)) and lender credits (12 CFR 1026.38(h)(3)) (i.e., the
following two items in this list) (12 CFR 1026.38(h)(1)).
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— Closing Costs Subtotals. Consisting of the sum of “Loan Cost Subtotals”

(12 CFR 1026.38(f)(5) and “Other Costs Subtotals” (12 CFR 1026.38(g)(6)),
designated as borrower-paid at or before closing; and the sum of costs paid at and
before closing by the seller or other parties (as disclosed pursuant to

12 CFR 1026.38(f) and (g)) (12 CFR 1026.38(h)(2)).

— Lender Credits. For general credits from the creditor for closing costs (as
described in 12 CFR 1026.37(g)(6)(ii)), shown as a negative number, and
designated as borrower-paid at closing (12 CFR 1026.38(h)(3)).

— Ifarefund is provided pursuant to 12 CFR 1026.19(f)(2)(v), determine whether
the creditor has provided a statement explaining that the refund (the amount
described in the Loan Estimate under 12 CFR 1026.37(g)(6)(ii)) includes a credit
for the amount that exceeds the limitations on increases in closing costs under
12 CFR 1026.19(e)(3), and the amount of such credit.

Note: Cr are for specific charges should be reflected in the “Paid by Others”
column ifi th sig Cost Details” table (with a notation of “(L)” for lender
permitted) unier 22 CRR 1026.38(f) and (g) (12 CFR 1026.38(h)(3), Comment
38(h)(3)-1).

Calculating Cash to Close—fl2 1026.38(i)

11. Determine whether the creditor, ffor eactijof the following items, accurately includes the
amount from the Loan Estimate,'§omparegfto the amount disclosed in the “Final”
column, and provides the appropriate the question “Did this change?” (with
items in the latter column disclosed moOregromingmtly than other disclosures)

(12 CFR 1026.38(i)(2)(i)-(iii)):

e Total Closing Costs. The total closing costS@Q
of the Loan Estimate disclosed under 12 CFR
total closing costs disclosed under 12 CFR 1026.
— If the amounts are different (unless due to roun

following (12 CFR 1026.38(i)(1)(i)-(ii)):

= A statement of that fact (12 CFR 1026.38(i)(1)(iii

= |f the difference in the total closing costs is attributable to dlfferences in
itemized charges that are included in either or both subtotals, a statement that
the consumer should see the “Total Loan Costs” (under
12 CFR 1026.38(f)(4)) and “Total Other Costs” (under 12 CFR 1026.38(g)(5))
subtotals (together with references to such disclosures), as applicable
(12 CFR 1026.38(i)(1)(A)(2)).

= |f the increase exceeds the limitations on increases in closing costs under
12 CFR 1026.19(e)(3), a statement that such increase exceeds the legal limits
by the dollar amount of the excess, and if any refund is provided pursuant to
12 CFR 1026.19(f)(2)(v), a statement directing the consumer to the disclosure
required under 12 CFR 1026.38(h)(3). The dollar amount must equal the sum
total of all excesses of the limitations on increases in closing costs under
12 CFR 1026.19(e)(3), taking into account the different methods of

lating Cash to Close” table
(i) compared to the final

itor must provide the
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calculating excesses of the limitations on increases in closing costs under
12 CFR 1026.19(e)(3)(i) and (ii) (12 CFR 1026.38(i)(1)(iii)(A)(3)).

— If the amount disclosed under 12 CFR 1026.38(i)(1)(ii) (i.e., amount in the
“Final” column) is equal to the amount disclosed under 12 CFR 1026.38(i)(1)(i)
(i.e., amount copied over from the Loan Estimate), a statement of that fact
(12 CFR 1026.38(i)(1)(iii)(B)).

e Closing Costs Paid Before Closing. Under the subheading “Loan Estimate,” the dollar
amount “$0,” compared to the final amount of total closing costs disclosed under
12 CFR 1026.38(h)(2) and designated as borrower-paid before closing, stated as a
negative number (12 CFR 1026.38(i)(2)(i)-(iii)).

— If these amounts are different (unless the difference is due to rounding), the
creditor has provided a statement of that fact, along with a statement that the
consumer paid such amounts before consummation of the transaction

isclosed under 12 CFR 1026.38(i)(2)(ii) (i.e., amount in the
i§ equal to the amount disclosed under 12 CFR 1026.38(i)(2)(i)

(Paid From Your Loan Amount). Under the subheading

e amQuntgisclosed on the “Calculating Cash to Close” table on
the Loan Estimate under R 1026.37(h)(1)(ii), compared to the actual amount of
the closing costs that a

of that fact, along with a state the consumer included the closing costs in

the loan amount, which increase mount (12 CFR 1026.38(i)(3)(iii)(A)).
— If the amount disclosed under 12 CF 1)(3)(ii) (i.e., amount in the

“Final” column) is equal to the amount pursuant to
: the Loan Estimate), a
statement of that fact (12 CFR 1026.38(i)(
e Down Payment/Funds From Borrower. For purch
subheading “Loan Estimate,” the Down Payment/Fu
disclosed on the “Calculating Cash to Close” table on t Estimate under

12 CFR 1026.37(h)(2)(iii), compared to the difference betWeef the purchase price of

the property and the principal amount of the credit extended, stated as a positive

number in the “Final” column. For transactions that are not purchases, the amount in
the “Final” column is determined according to 12 CFR 1026.38(i)(6)(iv), discussed
below (12 CFR 1026.38(i)(4)(i)-(ii)).

— If the amount disclosed under 12 CFR 1026.38(i)(4)(ii) (i.e., amount in the
“Final” column) is different, unless due to rounding, from the amount disclosed
under 12 CFR 1026.38(i)(4)(i) (i.e., amount copied over from the Loan Estimate),
a statement of that fact, along with a statement that the consumer increased or
decreased this payment and can see further details in the “Summaries of
Transactions” table (12 CFR 1026.38(i)(4)(iii)(A)).

— If the amount disclosed under 12 CFR 1026.38(i)(4)(ii) is equal to the amount
disclosed under 12 CFR 1026.38(i)(4)(i), a statement of that fact
(12 CFR 1026.38(i)(4)(iii)(B)).

yer amount
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e Deposit. Under the subheading “Loan Estimate,” the deposit amount disclosed on the

“Calculating Cash to Close” table on the Loan Estimate under

12 CFR 1026.37(h)(1)(iv), compared to the amount listed as “Deposit” on the

“Summaries of Transactions” table on the closing document pursuant to

12 CFR 1026.38(j)(2)(ii), stated as a negative number (12 CFR 1026.38(i)(5)(i)-(ii)).
If the amounts are different, unless due to rounding, a statement of that fact, along
with a statement that the consumer increased or decreased this payment, as
applicable, and that the consumer should see the details disclosed under
12 CFR 1026.38(j)(2)(ii) (i.e., in section L in the “Summaries of Transactions”
table) (12 CFR 1026.38(i)(5)(iii)(A)).

— If the amount disclosed under 12 CFR 1026.38(i)(5)(ii) (i.e., amount in the
“Final” column) is equal to the amount disclosed under 12 CFR 1026.38(i)(5)(i)
(i.e., amount copied over from the Loan Estimate), a statement of that fact

er. Under the subheading “Loan Estimate,” the amount disclosed on
to Close” table on the Loan Estimate under

compared to the amount listed in the “Final” column

R 1026.38(i)(6)(iv) (Note: See next item for calculation)

, unless due to rounding, a statement of that fact, along
with a statement th r's available funds from the loan amount have
increased or decreased, d§ applicable (12 CFR 1026.38(i)(6)(iii)(A)).

— If the amount disclosed u 12 026.38(1)(6)(ii) (i.e., amount in the
“Final” column) is equal to th disclosed under 12 CFR 1026.38(i)(6)(i)
(i.e., amount copied over fromt imate), a statement of that fact
(12 CFR 1026.38(i)(6)(iii)(B)).

e Funds for Borrower calculation. Determine mithe creditor accurately calculates

nd the final “Funds for

extended (excluding any
omgtpe total amount of all

ed On the “Summaries of
excep

Borrower” by subtracting the principal amount G
amount disclosed pursuant to 12 CFR 1026.38(i)

o the extent that the
926.38(0)

Transactions” table pursuant to 12 CFR 1026.38(j)(1)(
satisfaction of such existing debt is disclosed under 12 C
(12 CFR 1026.38(i)(6)(iv)).

— If the calculation yields a positive number, it is disclosed as described above in
the “Final Down Payment/Funds From Borrower” column under
12 CFR 1026.38(i)(4)(ii)(B), and $0 is disclosed as described above in the “Final
Funds for Borrower” column under 12 CFR 1026.38(i)(6)(ii)

(12 CFR 1026.38(i)(6)(iv)(A)).

— If the calculation under 12 CFR 1026.38(i)(6)(iv) yields a negative number, it is
disclosed under 12 CFR 1026.38(i)(6)(ii), as a negative number in the “Final
Funds for Borrower” column described above, and $0 is disclosed as described in
the “Final Down Payment/Funds From Borrower” column under
12 CFR 1026.38(i)(4)(ii)(B) (12 CFR 1026.38(i)(6)(iv)(B)).

— If the calculation under 12 CFR 1026.38(i)(6)(iv) yields $0, then $0 is disclosed
in both the “Final Down Payment/Funds From Borrower” column under
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12 CFR 1026.38(i)(4)(ii)(B) and in the “Final Funds for Borrower” column
described under 12 CFR 1026.38(i)(6)(ii) (12 CFR 1026.38(i)(6)(iv)(C)).
e Seller Credits. Under the subheading “Loan Estimate,” the amount disclosed on the
“Calculating Cash to Close” table on the Loan Estimate under
12 CFR 1026.37(h)(1)(vi), compared to the amount listed pursuant to
12 CFR 1026.38(j)(2)(v), stated as a negative number (12 CFR 1026.38(i)(7)(i)-(ii)).
— If the amounts are different, unless due to rounding, a statement of that fact, along
with a statement that the consumer should see the details disclosed under
12 CFR 1026.38(j)(2)(v) (i.e., in section L in the “Summaries of Transactions”
table) (12 CFR 1026.38(i)(7)(iii)(A)).
— If the amount disclosed under 12 CFR 1026.38(i)(7)(ii) (i.e., amount in the
“Final” column) is equal to the amount disclosed under 12 CFR 1026.38(i)(7)(i)
(i.e., amount copied over from the Loan Estimate), a statement of that fact
(12 CFR #826.38(i)(7)(iii)(B)).
e Adjustme ther Credits. Under the subheading “Loan Estimate,” the amount
disclosedon ulating Cash to Close” table on the Loan Estimate under

12 CFR 102 i), compared to the amount listed pursuant to

12 CFR 1026. i) and (v) through (x) (see examination procedures in this
booklet on “ltemi2gti ounts Due From Borrower at Closing”) reduced by the
total of the amounts dicl nder 12 CFR 1026.38(j)(2)(vi) through (xi) (see
examination procedure eady by or on Behalf of Borrower at Closing™)

(12 CFR 1026.38(1)(8)(1)-(ii)y.
If the amounts are differe to rounding, a statement of that fact, along
with a statement that the cons Id see the details disclosed under

12 CFR 1026.38(j)(2)(iii) and (v ) and (j)(2)(vi) through (xi) (i.e., in
sections K and L in the “Summaries agti
(12 CFR 1026.38(i)(8)(iii)(A)).
— If the amount disclosed under 12 CFR 1€ ji) (i.e., amount in the
2 CFR 1026.38(i)(8)(i)
(i.e., amount copied over from the Loan Esti ginent of that fact

(12 CFR 1026.38(i)(8)(iii)(B)).

“Calculating Cash to Close” table on the Loan Estimate urte
12 CFR 1026.37(h)(1)(viii), compared to the amount listed pursuant to

12 CFR 1026.38(i)(1) through (i)(8), and each disclosed more prominently than the
other disclosures in this section (12 CFR 1026.38(i)(9)(i)-(ii)).

Alternative Cash to Close Table for Transactions Without a Seller—12 CFR 1026.38(e)

12. Determine whether, for transactions without a seller, the creditor uses the alternative table
in the Loan Estimate (12 CFR 1026.37(h)(2)), and if so, determine whether the creditor
provides, instead of the table described in 12 CFR 1026.38(i), a separate table,
“Calculating Cash to Close,” with the statement “Use this table to see what has changed
from your Loan Estimate.” Determine whether the table includes the following:
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e Loan Amount. Disclosed on the Loan Estimate under 12 CFR 1026.37(b)(1) and the
final Loan Amount disclosed under 12 CFR 1026.38(b), disclosed more prominently
than other disclosures in this section, with the question “Did this change?” If the
amounts are different (unless due to rounding), a statement of that fact along with a
statement of whether this amount increased or decreased. If there is no change, a
statement of that fact (12 CFR 1026.38(e)(1)(i)—(iii)).

e Total Closing Costs. Disclosed on the Loan Estimate under 12 CFR 1026.37(h)(2)(ii)
and the final Total Closing Costs disclosed under 12 CFR 1026.38(h)(1), disclosed as
a negative number and disclosed more prominently than other disclosures, with the
question “Did this change?” If there is no change, a statement of that fact
(12 CFR 1026.38(e)(2)). If the amounts are different (unless due to rounding):

— A statement of that fact.
— If there is a change because of differences in itemized charges that are included in

“Total Other Costs” subtotals disclosed below, together with
disclosures (12 CFR 1026.38(e)(2)(iii)(A)(2)).

, ed, a reference to the disclosure required for including
the refund in a len@er under 12 CFR 1026.38(h)(3)
(12 CFR 1026.38(¢ .

e Closing Costs Paid Before
the amount of $0; and under
borrower-paid before closing und
number. Determine whether these di
other disclosures, with the question “Di
due to rounding), determine whether it i

is Iosed under the subheading “Loan Estimate,”
“Final,” any amount designated as
1026.38(h)(2), disclosed as a positive

(12 CFR 1026.38(e)(3)).
If the amount disclosed under 12 CFR 1026.3 i) igdifferent from the
statement of that fact along with a statement that the per paid such amounts

before consummation (12 CFR 1026.38(e)(3)(iii)(A)).
— If the amount disclosed under 12 CFR 1026.38(e)(3)(ii) is equal to the amount

disclosed under 12 CFR 1026.38(e)(3)(i), a statement of that fact

(12 CFR 1026.38(e)(3)(iii)(B)).

e Total Payoffs and Payments. Includes the Total Payoffs and Payments disclosed on
the Loan Estimate under 12 CFR 1026.37(h)(2)(iii) and the final total amount of
payoffs and payments made to third parties not otherwise disclosed under
12 CFR 1026.38(t)(5)(vii)(B), to the extent known, disclosed as a negative number.
Determine whether these disclosures are disclosed more prominently than other
disclosures, with the question “Did this change?” If so (unless the difference is due to
rounding), a statement of that fact. If there is no change, a statement of that fact
(12 CFR 1026.38(e)(4)).

— If the amount disclosed under 12 CFR 1026.38(e)(4)(ii) is different from the
amount disclosed under 12 CFR 1026.38(e)(4)(i) (unless the difference is due to
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rounding), a statement that the consumer included the closing costs in the loan
amount, which increased the loan amount, along with a reference to the “Payoffs
and Payments” table that may be added pursuant to
12 CFR 1026.38(t)(5)(viii)(B)) (12 CFR 1026.38(e)(4)).

— If the amount disclosed under 12 CFR 1026.38(e)(4)(ii) is equal to the amount
disclosed under 12 CFR 1026.38(e)(4)(i), a statement of that fact
(12 CFR 1026.38(e)(4)(iii)(B)).

e Cash to Close. The estimated Cash to Close disclosed on the Loan Estimate, along
with the statement of whether the estimated amount is due from or to the consumer,
and a disclosure of the final amount due from or to the consumer
(12 CFR 1026.38(e)(5)(i) — (ii).

e Closing Costs Financed (Paid From Your Loan Amount). Disclosed as the sum of the
amounts disclosed under 12 CFR 1026.38(e)(2)(ii) and (e)(4)(ii) (i.e., the amounts in
the “Final” cglymn of the Loan Amount and Total Payoffs and Payments). The

iS4 @ d only if the sum is greater than zero and less than or equal to the

sum disctosedpum@lergd? CFR 1026.38(h)(1) (total closing costs) minus the sum
disclosed under 026.38(h)(2) designated as borrower-paid before closing
(€)1§)).

(12 CFR 1026.

Summaries of Transactionsg Bogrower’s Transaction—12 CFR 1026.38(j)

13. With respect to the Itemization @f Amoults Due From Borrower at Closing, determine
whether the creditor accurately loses tg€ total amount due from the consumer at
closing, calculated as the sum of items el to be disclosed by
12 CFR 1026.38(j)(1)(ii) through (x) (1. described in this procedure),
excluding items paid from funds other than '
12 CFR 1026.38(j)(4)(i). Determine whethe
borrower’s transaction as follows (12 CFR 1026

e Sale Price of Property. The amount of the contra

property if the consumer and seller have agreed to a sep
(12 CFR 1026.38(j)(1)(ii)).

e Sale Price of Any Personal Property Included in Sale. The amount of the sales price
of any tangible personal property excluded from the contract sales price pursuant to
12 CFR 1026.38(j)(1)(ii) (12 CFR 1026.38(j)(1)(iii)).

e Closing Costs Paid at Closing. The total amount of closing costs disclosed that are
designated borrower-paid at closing, calculated pursuant to 12 CFR 1026.38(h)(2)
and (h)(3). (See Total Closing Costs (Borrower-Paid) procedure earlier in this booklet
regarding closing costs subtotals.) (12 CFR 1026.38(j)(1)(iv))

e A description and the amount of any additional items that the seller has paid before
the real estate closing, but reimbursed by the consumer at the real estate closing, and
a description and the amount of any other items owed by the consumer at the real
estate closing not otherwise disclosed pursuant to 12 CFR 1026.38(f), (g), or (j)

(12 CFR 1026.38(j)(1)(v)).
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e The description “Adjustments for Items Paid by Seller in Advance”
(12 CFR 1026.38(j)(1)(vi)).

e City/Town Taxes. The prorated amount of any prepaid taxes due from the consumer
to reimburse the seller at the real estate closing, and the time period corresponding to
that amount (12 CFR 1026.38(j)(1)(vii)).

e County Taxes. The prorated amount of any prepaid taxes due from the consumer to
reimburse the seller at the real estate closing, and the time period corresponding to
that amount (12 CFR 1026.38(j)(1)(viii)).

e Assessments. The prorated amount of any prepaid assessments due from the
consumer to reimburse the seller at the real estate closing, and the time period
corresponding to that amount (12 CFR 1026.38(j)(1)(ix)).

e A description and the amount of any additional items paid by the seller before the real
estate closing that are due from the consumer at the real estate closing
(12CFR 10 () () (x)).

14. With respect’to P Irgady by or on Behalf of Borrower at Closing, determine whether
the creditor accufateyiQi es the sum of the amounts disclosed in
12 CFR 1026.38(j rough (xi) (i.e., the items described in this procedure),
excluding items pai m fuRdsRther than closing funds as described in
12 CFR 1026.38(j)(4)(i). Betemmine whether the creditor accurately completes the
summary of borrower’s tra I llows (12 CFR 1026.38(j)(2)(i)):
e Deposit. Any amount that is

id_to the’s
or other party under the terms of t%

(12 CFR 1026.38(j)(2)(ii)).

e Loan Amount. The amount of the consu
disclosed pursuant to 12 CFR 1026.38(b)"(

e Existing Loan(s) Assumed or Taken Subjec
that the consumer is assuming, or any loans subjec high the consumer is taking
title to the property (12 CFR 1026.38(j)(2)(iv)).

e Seller Credit. The total amount of money that the se i jde at the real estate
closing as a lump sum not otherwise itemized to pay forfgan cg$ts as determined by
12 CFR 1026.38(f) and other costs as determined by 12 C 026.38(g) and any
other obligations of the seller to be paid directly to the consumer
(12 CFR 1026.38(j)(2)(v)).

e Other Credits. A description and amount of other items paid by or on behalf of the
consumer and not otherwise disclosed pursuant to 12 CFR 1026.38(f), (g), (h), and
()(2) (12 CFR 1026.38(j)(2)(vi)).

e The description “Adjustments for Items Unpaid by Seller”

(12 CFR 1026.38(j)(2)(vii)).

e City/Town Taxes. The prorated amount of any unpaid taxes due from the seller to
reimburse the consumer at the real estate closing, and the time period corresponding
to that amount (12 CFR 1026.38(j)(2)(viii)ix)).

e County Taxes. The prorated amount of any unpaid taxes due from the seller to
reimburse the consumer at the real estate closing, and the time period corresponding
to that amount (12 CFR 1026.38(j)(2)(ix)).

eller or held in trust or escrow by an attorney
ent for the sale of the property

Wloan amount or first user loan as
026.38(j)(2)(iii)).

unt of any existing loans
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e Assessments. The prorated amount of any unpaid assessments due from the seller to
reimburse the consumer at the real estate closing, and the time period corresponding
to that amount (12 CFR 1026.38(j)(2)(x)).

e A description and the amount of any additional items which have not yet been paid
and which the consumer is expected to pay after the real estate closing, but which are
attributable in part to a period of time before the real estate closing
(12 CFR 1026.38(j)(2)(xi)).

15. In the calculation of borrower’s transaction, determine whether the creditor accurately
discloses the total amount due from, and already paid by, the consumer at closing by the
following calculation (12 CFR 1026.38(j)(3)):

e Total Due From Borrower at Closing. The amount disclosed in the Closing
Disclosure, ggthe line titled “Total Due From Borrower at Closing”
(12 CFR 1026.336)(3)(i)).

e Total Pald Alfead or on Behalf of Borrower at Closing. The amount disclosed in

e Cash to Close. A stat the disclosed amount is due from or to the consumer,
and the amount due fro nsumer at the real estate closing, calculated by
the sum of the amounts discl@sed as #he Total Due from Borrower at Closing and
Total Paid Already by or on If ofgBorrower at Closing
(12 CFR 1026.38(j)(3)(iii)).

16. Determine whether the creditor discloses ot
but would otherwise be disclosed, describes the 4
abbreviation “P.O.C.,” and includes the name G
(12 CFR 1026.38(j)(4)(i)).

lRat are not paid out of closing costs
a8 “Paid Outside of Closing” or the
king the payment

\<

Note: For purposes of 12 CFR 1026.38(j), “closing fundgl m ds collected and
disbursed at real estate closing (12 CFR 1026.38(j)(4)(ii)).

Summaries of Transactions: Seller’s Transaction—12 CFR 1026.38(k)

17. Determine whether the creditor accurately discloses the total amount Due to the Seller at
Closing, calculated as the sum of items required to be disclosed pursuant to
12 CFR 1026.38(k)(2)(ii) through (ix) (i.e., the items in this procedure), excluding items
paid from funds other than closing funds as described in 12 CFR 1026.38(K)(4)(i).
Determine whether the creditor accurately completes the summary of seller’s transaction
as follows (12 CFR 1026.38)(k)(1)()):

e Sale Price of Property. The amount of the contract sales price of the property being
sold, excluding the price of any tangible personal property if the consumer and seller
have agreed to a separate price for such items (12 CFR 1026.38(k)(2)(ii)).
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e Sale Price of Any Personal Property Included in Sale. The amount of the sales price
of any tangible personal property excluded from the contract sales price pursuant to
12 CFR 1026.38(Kk)(1)(ii) (12 CFR 1026.38(k)(1)(iii)).

e A description and the amount of other items paid to the seller by the consumer
pursuant to the contract of sale or other agreement, such as charges that were not
disclosed pursuant to 12 CFR 1026.37 on the Loan Estimate or items paid by the
seller before the real estate closing but reimbursed by the consumer at the real estate
closing (12 CFR 1026.38(k)(2)(iv)).

e The description “Adjustments for Items Paid by Seller in Advance”

(12 CFR 1026.38(k)(1)(Vv)).

e City/Town Taxes. The prorated amount of any prepaid taxes due from the consumer
to reimburse the seller at the real estate closing, and the time period corresponding to
that amount (12 CFR 1026.38(K)(1)(vi)).

e County Taxeg™Jhe prorated amount of any prepaid taxes due from the consumer to
reimburse ‘@ o1 at the real estate closing, and the time period corresponding to
that amotint 026.38(k)(1)(vii)).

oradgd amount of any unpaid assessments due from the consumer
to reimburse th&gsel real estate closing, and the time period corresponding
that amount (12 )(1)(viii)).

e A description and the @moWnt of additional items paid by the seller before the real
estate closing that are r the consumer at the real estate closing
(12 CFR 1026.38(k)(1)(ix)).

18. Determine whether the creditor accur loses the amount Due From Seller at
Closing, by calculating the sum of the a isclosed in 12 CFR 1026.38(k)(2)(ii)
through (xiii) (i.e., the items in this procedu ing items paid from funds other
than closing funds described in 12 CFR 1026.3 . Determine whether the creditor

accurately completes the summary of the seller tighyas follows
(12 CFR 1026.38(k)(2)(1)):

e Excess Deposit. The amount of any excess deposit
(12 CFR 1026.38(k)(2)(ii)).

e Closing Costs Paid at Closing. The amount of closing cos Ignated seller-paid at
closing and disclosed pursuant to 12 CFR 1026.38(h)(2) (12 CFR 1026.38(k)(2)(iii)).

e Existing Loan(s) Assumed or Taken Subject To. The amount of any existing loans
assumed or taken subject to by the consumer (12 CFR 1026.38(k)(2)(iv)).

e Payoff of First Mortgage Loan. The amount of a first lien loan secured by the
property being sold that will be paid off at closing (12 CFR 1026.38(k)(2)(V)).

e Payoff of Second Mortgage Loan. The amount of any loan secured by a second lien
on the property that will be paid off as part of the real estate closing
(12 CFR 1026.38(k)(2)(vi)).

e Seller Credit. The total amount of seller funds to be provided at closing as a lump
sum that has not otherwise been itemized to pay for loan costs as determined by
12 CFR 1026.38(f) and other costs as determined by 12 CFR 1026.38(g), and any
other obligations of the seller to be paid directly to the consumer
(12 CFR 1026.38(k)(2)(vii)).
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e A description and amount of all other items paid to be paid by the seller at closing,
including any lien-related payoffs, fees, or obligations (12 CFR 1026.38(k)(2)(viii)).

e The description “Adjustments for Items Unpaid by Seller”

(12 CFR 1026.38(k)(2)(ix)).

e City/Town Taxes. The prorated amount of unpaid taxes due from the seller to
reimburse the consumer at the real estate closing, and the time period corresponding
to that amount (12 CFR 1026.38(k)(2)(x)).

e County Taxes. The prorated amount of any unpaid taxes due from the seller to the
consumer at the real estate closing, and the time period corresponding to that amount
(12 CFR 1026.38(k)(2)(xi)).

e Assessments. The prorated amount of any unpaid assessments due from the seller to
reimburse the consumer at the real estate closing, and the time period corresponding
to that amount (12 CFR 1026.38(Kk)(2)(xii)).

e A descriptig ﬁ the amount of any additional items which have not yet been paid

sumer is expected to pay after the real estate closing, but which are

attributable inype period of time before the real estate closing
(12 CFR 1026.33(K)(2)%iii)).
19. In the calculation of thg Sell&k’s Wansaction, determine whether the creditor accurately

discloses the total amoungdu d from the seller at closing by the following

calculation (12 CFR 1026. Q

e Total Due to Seller at Closin e aggou
the line titled “Total Due to Seller g'C

e Total Due From Seller at Closing. Th€a
the line titled “Total Due From Seller at
(12 CFR 1026.38(K)(3)(ii)).

e Cash. A statement that the disclosed amoun
amount due, calculated by the sum of the amounts

Seller at Closing” and “Total Due from Seller at
(12 CFR 1026.38(k)(3)(iii)).

disclosed in the Closing Disclosure, on

g” (12 CFR 1026.38(Kk)(3)(i)).

disclosed in the Closing Disclosure on
isclosed as a negative number

r to the seller and the
as the “Total Due to

20. Determine whether the creditor discloses other costs that are n Id out of closing funds
but would otherwise be disclosed in the “Summaries of Transactions: Seller’s
Transaction” table, describing the funds as “Paid Outside of Closing” or the abbreviation
“P.0.C.,” and including the name of the party making the payment
(12 CFR 1026.38(k)(4)(i)).

Note: For purposes of 12 CFR 1026.38(k), “closing funds” means funds collected and
disbursed at real estate closing (12 CFR 1026.38(Kk)(4)(ii)).

Payoffs and Payments Table for Transactions Without a Seller—
12 CFR 1026.38(t)(5)(vii)(B)

21. For transactions without a seller, determine whether a creditor, using an optional
modified Closing Disclosure (as illustrated by Form H-25(J) in appendix H), has
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provided alternative tables for cash to close, pursuant to 12 CFR 1026.38(d)(2), and for
calculating cash to close, pursuant to 12 CFR 1026.38(e). Also determine whether the
creditor itemizes the amounts of payments made at consummation to other parties from
the credit extended to the consumer or funds provided by the consumer in connection
with the transaction, including designees of the consumer and the payees; a description of
the purpose of such disbursements under the subheading “To:”, and the total amount of
such payments (12 CFR 1026.38(t)(5)(vii)(B)).

Additional Information About This Loan: Loan Disclosures—12 CFR 1026.38(1)

22. Determine whether the creditor accurately provides the following required disclosures
(12 CFR 1026.38(1)):

ether the loan obligations may be assumed by a subsequent

1026.38(1)(1)).

e Demand¥eat ther the legal obligation includes a demand feature, and, if it
does, a refer ote or other loan contract for details (12 CFR 1026.38(1)(2)).

lar amount or percentage charge of any fee designated as a late

iréd on the Loan Estimate by 12 CFR 1026.37(m)(4)) and
the number of days afier Wkich such a charge will be triggered

(12 CFR 1026.38(1)(3)

e Negative Amortization (Incr@ase in Boan Amount). Whether the regular period
payments may cause the pringjpal balafiCe to increase.

— If the regular periodic paymen cover all of the interest due, the creditor
provides a statement that the bor cipal balance will increase, that such
balance will likely become larger th i
in such balance lower the consumer’

e Assumption.

e property.

consumer chooses a
gkest due, the principal

interest due, the creditor provides a stateme
monthly payment option that does not cover

principal balance lower the consumer’s equity in the@Qroper

(12 CFR 1026.38(1)(4)(i)-(ii)).

e Partial Payments. Whether the creditor that accepts less than the full amount due has

provided a statement that the “lender” (using that label) may accept partial payments
and apply such payments to the consumer's loan.

— If periodic payments that are less than the full amount due are accepted but not
applied to a consumer’s loan until the consumer pays the remainder of the full
amount due, the creditor provides a statement that the lender may hold partial
payments in a separate account until the consumer pays the remainder of the
payment and then apply the full periodic payment to the consumer’s loan.

— If periodic payments that are less than the full amount due are not accepted, the
lender does not accept any partial payments.

— The creditor provides a statement that, if the loan is sold, the new lender may
have a different policy (12 CFR 1026.38(1)(5)(i)-(iv)).
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e Security Interest. Whether the creditor states that the consumer is granting a security
interest in the property securing the transaction, and that the borrower may lose the
property if required payments are not made or if the borrower otherwise fails to
satisfy the requirements of the legal obligation. Determine whether the creditor has
included the property address and zip code (12 CFR 1026.38(1)(6)).

e Escrow Account. Whether the creditor states whether it has established, will establish,
or will not establish an escrow account for the consumer in connection with the loan
transaction at or before consummation.

— Under the reference “For now,” the creditor states the following:
= Whether the creditor provides a statement that an escrow account may also be
called an impound or trust account; whether the creditor has established or
will establish, at or before consummation, an escrow account in connection
with the transaction for the costs that will be paid using escrow account funds;

r any cost for which the escrow account is established; and that the
consu Id have to pay such costs directly in the absence of the escrow

accoun ill'be established, the creditor accurately discloses the
followin ethon the escrow analysis required under 12 CFR 1024.17,
in tabular for
¢ Thetotal a
account over the first yealj after consummation for the payment of the
charges describedSg 12 CER 1026.37(c)(4)(ii), together with a descriptive
name of each such charg€, cajGlilated as the monthly escrow payment
iodgc payments scheduled to be made to

the escrow account during th
(12 CFR 1026.38()(7)(i)(A)

such charge and a statement that the consumer¥nag
that are not listed (12 CFR 1026.38(1)(7)(1)(A)(2)).
¢ The total amount disclosed and a reference to the disclosure made on the
Closing Disclosure under the heading “Other Costs, Initial Escrow
Payment at Closing,” pursuant to 12 CFR 1026.38(g)(3), and a statement
that the payment is a cushion for the escrow account, labeled “Initial
Escrow Payment” (12 CFR 1026.38(1)(7)(i)(A)(3)).
¢ The amount the consumer will be required to pay into the escrow account
with each periodic payment during the first year after consummation for
payment of the charges described in the Loan Estimate pursuant to
12 CFR 1026.37(c)(4)(ii), labeled “Monthly Escrow Payment”
(12 CFR 1026.38(D(7)(1)(A)(4)).
— No Escrow. If an escrow account will not be established for the consumer,
determine whether there is a statement that the consumer will not have an escrow

ave to pay other costs
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account; a statement of the reason why an escrow account will not be established,;
a statement that the consumer must pay all property costs, such as taxes and
homeowner’s insurance, directly; a statement that the consumer may contact the
creditor to inquire about the availability of an escrow account; a table, titled “No
Escrow,” that itemizes the estimated total amount the consumer will pay directly
for charges described in the Loan Estimate under 12 CFR 1026.37(c)(4)(ii) during
the first year after consummation that are known to the creditor; a statement that,
without an escrow account, the consumer must pay the identified costs, possibly
in one or two large payments, labeled “Escrowed Property Costs Over Year 17;
and the amount of any fee the creditor imposes on the consumer for not
establishing an escrow account in connection with the transaction, labeled
“Escrow Waiver Fee” (12 CFR 1026.38()(7)(1)(B)).
= Determine whether the creditor has disclosed the following under the
referegge “In the future” (12 CFR 1026.38(1)(7)(ii)):
ent that the consumer’s property costs may change and that, as a
he,consumer’s escrow payment may change

paying all @ro
(12CFR 1

property taxes are not p
consumer does not pay's
to the loan balance, adding a
property insurance policy on
expensive and provide fewer befig
directly (12 CFR 1026.38(1)(7)(ii)

er’s behalf that may be more
at the consumer could obtain

Additional Information About This Loan: AP Table— F 38(m)

23. Determine whether the creditor provides the AP disclosure r for the Loan
Estimate under 12 CFR 1026.37(i) (12 CFR 1026.38(m)).

Additional Information About This Loan: AIR Table—12 CFR 1026.38(n)

24. Determine whether the creditor provides the AIR disclosures required for the Loan
Estimate by 12 CFR 1026.37(j) (12 CFR 1026.38(n)).

Loan Calculations—12 CFR 1026.38(0)

25. Determine whether the creditor provides a separate table and accurately discloses the
following information (12 CFR 1026.38(0)):
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e Total of Payments. Expressed as a dollar amount, and a statement that the disclosure
is the total the consumer will have paid after making all payments of principal,
interest, mortgage insurance, and loan costs, as scheduled (12 CFR 1026.38(0)(1)).

e Finance Charge. Expressed as a dollar amount, and the statement “The dollar amount
the loan will cost you.” The finance charge (and other disclosures affected by the
disclosed finance charge, including the amount financed and the APR) is accurately
calculated if the amount disclosed as the finance charge
— is understated by no more than $100; or
— is greater than the amount required to be disclosed (12 CFR 1026.38(0)(2)).

e Amount Financed. Expressed as a dollar amount, with the following statement: “The
loan amount available after paying your up-front finance charge”

(12 CFR 1026.38(0)(3)).

e Annual Percentage Rate (APR). Expressed as a percentage, with the following
statement: “ costs over the loan term expressed as a rate. This is not your interest
rate” (12 .38(0)(4)).

e Total Interes e (TIP). Expressed as a percentage, with the following
statement: “ unt of interest that you will pay over the loan term as a
percentage of unt” (12 CFR 1026.38(0)(5)).

See the TILA-RESPA “IRtegrated Disclosures Formulas” Quick Reference Guide in
appendix H of this booklet ervigw of the formulas for Total of Payments and
TIP.

Other Disclosures—12 CFR 1026.38(p
26. Determine whether the creditor accurately p e3 |I! :

e Appraisal. For transactions subject to 15 USE
Regulation Z, 12 CFR 1026, or Regulation B,
subheading “Appraisal” (12 CFR 1026.38(p)(1)):
— If there was an appraisal of the property in connegtion
is required to provide the consumer with a copy at 1@ ghal cost to the
consumer at least three days before consummation (1 R 1026.38(p)(1)(i)).

— If the consumer has not yet received a copy of the appraisal, the consumer should
contact the creditor using the information disclosed in the Closing Disclosure
(12 CFR 1026.38(p)(1)(ii)).

e Contract Details. A statement that the consumer should refer to the appropriate loan
document and security instrument for information about nonpayment, what
constitutes a default under the legal obligation, circumstances under which the
creditor may accelerate the maturity of the obligation, and prepayment rebates and
penalties (12 CFR 1026.38(p)(2)).

e Liability After Foreclosure. A brief statement of whether, and the conditions under
which, the consumer may remain responsible for any deficiency after foreclosure
under applicable state law, a brief statement that certain protections may be lost if the
consumer refinances or incurs additional debt on the property, and a statement that

following disclosures:

691(e), as implemented in
00R, respectively, under the

ie loan, the creditor
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the consumer should consult an attorney for additional information
(12 CFR 1026.38(p)(3))-

e Refinance. The statement required on the Loan Estimate by 12 CFR 1026.37(m)(5)
that “Refinancing this loan will depend on your future financial situation, the property
value, and market conditions. You may not be able to refinance this loan”

(12 CFR 1026.38(p)(4)).

e Tax Deductions. A statement that, if the extension of credit exceeds the fair market
value of the property, the interest on the portion of the credit extension that is greater
than the fair market value of the property is not tax deductible for federal income tax
purposes, and a statement that the consumer should consult a tax adviser for further
information (12 CFR 1026.38(p)(5)).

e Loan Acceptance. If the creditor does not provide a line for the consumer’s signature,
the creditor must include with the other disclosures the same statement required in the
Loan Estimatg\."You do not have to accept this loan because you have received this
form or sig an application.” This is the same requirement as in the Loan
Estimaté 1026.37(n)(2) (12 CFR 1026.38(s)(2)).

Questions Notice—12¢CFR\1026.38(q)

27. Determine whether the cr@ditOg provides a separate questions notice. The creditor must
include a prominent quest tement directing the consumer to use the contact
information for questions; a ref he BCFP’s website for more information and to
submit a complaint; and a link t .consumerfinance.gov/mortgage-closing
(12 CFR 1026.38(q)(1)-(3)).

Contact Information—12 CFR 1026.38(r)

28. Determine whether the creditor provides the re8 tagt information for each lender,
mortgage broker, consumer’s real estate broker, s€ ate broker, and settlement
agent participating in the transaction; the name of th address, NMLSR ID
number, or if none, state and license 1D number; and th g natural person who
is the primary contact for the consumer at each entity, ident ontact,” along with
that person’s Contact NMLS ID or Contact License ID, emailNg s, and phone number
(12 CFR 1026.38(r)(1)-(7)).

Confirm Receipt—12 CFR 1026.38(s)

29. Determine whether, if the creditor chooses to provide a signature statement, the creditor
discloses, above the signature line, the following statement: “By signing, you are only
confirming that you have received this form. You do not have to accept this loan because
you have signed or received this form” (12 CFR 1026.38(s)(1)).

Note: If the creditor does not provide a line for the consumer’s signature, the creditor
must include the following statement, labeled “Loan Acceptance”: “You do not have to
accept this loan because you have received this form or signed a loan application”

(12 CFR 1026.38(s)(2)).
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Form of Disclosures—12 CFR 1026.38(t)

30. Determine whether the creditor follows the format and content of Form H-25, set forth in
appendix H; changes formatting only if there is an exception, including acceptable
modifications in appendix H for transactions without a seller; and complies with the
following rounding rules for dollar amounts and percentages:

e Rounding—nearest dollar. The following dollar amounts are rounded to the nearest
whole dollar:
— The dollar amounts for Loan Terms (required to be disclosed by
12 CFR 1026.38(b)) that are required to be rounded by
12 CFR 1026.37(0)(4)(i)(A) when disclosed under 12 CFR 1026.37(b)(6) and (7)
(i.e., adjustments after consummation and details about prepayment penalty and

. that are required to be rounded by
12 CFR (i)(A) when disclosed under 12 CFR 1026.37(c)(1)(iii) (i.e.,
minimum imum amounts of principal and interest for projected periodic
payments or e ofaywents).

— The dollar amount§ reQuiréd to be disclosed by 12 CFR 1026.38(e) (alternative
“Calculating Cash for transactions without a seller) and
12 CFR 1026.38(i) (“Cal€ulating§Cash to Close” table) under the subheading
“Loan Estimate.”

— The dollar amounts required t

— The dollar amounts required to
Payments) that are required to be ro
disclosed under 12 CFR 1026.37(c)(

sed by 12 CFR 1026.38(m) (AP table).

CFR 1026.38(b) (i.e., Loan
1ds); ()(3) (i.e., Late

nded and are disclosed
ed to be disclosed

ed up to three
g'truncated at the

Terms); (f)(1) (i.e., Origination Charges); (g9)(2) (1.
Payment); (n) (i.e., AIR table); and (0)(5) (i.e., T

under 12 CFR 1026.38(0)(4) (APR) is not rounded and
decimal places. Amounts that are whole numbers are discl&se
decimal point.

e Loan Amount. The dollar amount of the Loan Amount (required to be disclosed by
12 CFR 1026.38(b) as required by 12 CFR 1026.37(b)(1)) is disclosed as an
unrounded number, except that if the amount is a whole number, then the amount
disclosed is truncated at the decimal point (12 CFR 1026.38(t)(1)-(5)).

Other Closed-End Forms Review

Objective: To determine whether the creditor provides other closed-end disclosures as required.
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Content of Forms for Transactions Not Subject to 12 CFR 1026.19(e)-(f)

1. Determine that the disclosures are clear, conspicuous, and grouped together or segregated
as required, in a form the consumer may keep.

e For loans subject to 12 CFR 1026.18(s), the terms “finance charge” and “annual
percentage rate” and corresponding rates or amounts shall be more conspicuous than
other terms, except for the creditor’s identity (12 CFR 1026.17(a)(2)).

e For reverse mortgages subject to section 1024.33 in Regulation X, the disclosures
required under 12 CFR 1026.33(b) shall be provided in a form substantially similar to
the model form found in paragraph (d) of appendix K of Regulation Z, “Total Annual
Loan Cost Rate Computations for Reverse Mortgage Transactions.”

e For private student loans, the term “annual percentage rate” and the corresponding
rate must be conspicuous than the term “finance charge” and the corresponding
amount, less conspicuous than the interest rate, the notice of the right to
cancel, and c “gyidentity (12 CFR 1026.17(a)(2)).

2. Foraclosed-end tr ton not subject to 12 CFR 1026.19(e) and (f), determine whether
the disclosures are ac8gratelygcompleted and include the following disclosures, as
applicable:

Identity of the creditor (12 GFR 1028.18(a))
Amount financed (12 CFR 1 8(
Itemization of amount financed ( E 26.18(c))

Variable-rate information (12 CFR 102
Payment schedule (12 CFR 1026.18(g))
Brief description of the total of payments (1 8)(h))

Demand feature (12 CFR 1026.18(i))

Description of total sales price in a credit sale (12 8gR 1)

Prepayment penalties or rebates (12 CFR 1026.18(k)

Late payment amount or percentage (12 CFR 1026.18(1)

Description for security interest (12 CFR 1026.18(m))

Insurance conditions for finance charge exclusions (12 CFR 1026.4(d) and
1026.18(n))

Statement concerning certain security interest charges (12 CFR 1026.4(e) and
1026.18(0))

Statement referring to the contract (12 CFR 1026.18(p))

Statement regarding assumption of the note (12 CFR 1026.18(q))

Statement regarding required deposits (12 CFR 1026.18(r))

Interest rate and payment summary for mortgage transactions (12 CFR 1026.18(s))

3. Determine whether, for transactions other than transactions subject to 12 CFR 1026.19(e)
and (f), the creditor discloses the number, amounts, and timing of payments scheduled to
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repay the obligation (other than for a transaction that is subject to 12 CFR 1026.18(s)>*
(12 CFR 1026.18(Q)).

4. For a closed-end transaction secured by real property or a dwelling (other than a
transaction subject to 12 CFR 1026.19(e) and (f)), determine whether the creditor
discloses the following information about the interest rate and payments, as applicable
(12 CFR 1026.18(s)):

e Interest rates
— For a fixed-rate mortgage, the interest rate at consummation
(12 CFR 1026.18(s)(2)(1)(A)).
— For an adjustable rate or step-rate mortgage (12 CFR 1026.18(s)(2)(i)(B)),
= the interest rate at consummation and the period of time until the first interest
rate tment may occur, labeled as the “introductory rate and monthly

P

Note: Asfget f@rth f,Comment 18(s)-1, if periodic payments are not due monthly,
the creditor€houdg use the appropriate term, such as “quarterly” or “annually.”

= the maximum @intefgst ¥ate that may apply during the first five years after the

date on which r periodic payment will be due and the earliest
date on which that rate may @pply, labeled as “maximum during first five
years.”

= the maximum interest rate
earliest date on which thatTa
— For aloan that provides for payment
interest rate adjustment®® (as describ

apply during the life of the loan and the

y, labeled “maximum ever.”
ccurring without regard to an

I 1026.18(s)(3)(i)(B)), the

interest rate in effect at the time the firs t increase is scheduled to
occur and the date on which the increase : led as “first adjustment”
if the loan is an ARM or, otherwise, labeled as€*firSincrease”>®

(12 CFR 1026.18(s)(2)(i)(C)).

length of time until it will adjust, and the label “introductory” or “intro.”
= the maximum interest rate that could apply when the consumer must begin
making fully amortizing payments under the terms of the legal obligation.

5 For example, home construction loans that are secured by real property or a dwelling are subject to
12 CFR 1026.18(s) and not 12 CFR 1026.18 (g). See Comment App. D-6 of Regulation Z.

%5 This category includes interest-only loans, as set forth in Comment 1026.18(s)(2)(i)(C)-1.

%6 Because model forms and clauses published by the BCFP are safe harbors, this rate may also be labeled
“maximum ever,” pursuant to 12 CFR 1026.18(s)(2)(i)(B)(3).

5" The term “negative amortization loan” means a loan (other than a reverse mortgage subject to
12 CFR 1026.33) that provides for a minimum periodic payment that covers only a portion of the accrued
interest, resulting in negative amortization (12 CFR 1026.18(s)(7)(V)))).

Comptroller's Handbook 185 Truth in Lending Act



Version 2.0 Examination Procedures>Disclosure Forms

= if the minimum required payment will increase before the consumer must
begin making fully amortizing payments, the maximum interest rate that could
apply at the time of the first payment increase and the date the increase is
scheduled to occur.

= ifasecond increase in the minimum required payment may occur before the
consumer must begin making fully amortizing payments, the maximum
interest rate that could apply at the time of the second payment increase and
the date the increase is scheduled to occur.

— For an introductory rate for an amortizing ARM, if the interest rate at
consummation is less than the fully indexed rate, the following (placed in a box
directly beneath the table required by 12 CFR 1026.18 (s)(1) of the regulation, in
a format substantially similar to Model Clause H—4(1) in the regulation’s
appendix H):

. The ipgerest rate that applies at consummation and the period of time for
agplies.

at, even if market rates do not change, the interest rate will

= The fully inCeged

e Payments for amortizi
— Principal and interest pa
accrued interest and prin
12 CFR 1026.18(s)(2)(i) an
the corresponding periodic’pri
“principal and interest.”

all periodic payments will be applied to
h interest rate disclosed under

26.18(s)(3)(i),

interest payment, labeled as

= if an escrow account is established, an esti the@mount of taxes and
insurance, including any mortgage insuranceNgaya each periodic
payment.

= the sum of the amounts disclosed under 12 CFR (s)(3)(1)(A) and (C)
or (s)(3)(i1)(B) and (C), as applicable, labeled “total estimated monthly
payment.”

— Interest-only payments. If the loan is an interest-only loan, for each interest rate
disclosed under 12 CFR 1026.18(s)(2)(i), the corresponding periodic payment and
the following (12 CFR 1026.18(s)(3)(ii)):
= |f the payment will be applied to only accrued interest, the amount applied to
interest, labeled “interest payment,” and a statement that none of the payment
is being applied to principal.

= |f the payment will be applied to accrued interest and principal, an itemization
of the amount of the first such payment applied to accrued interest and to
principal, labeled “interest payment” and “principal payment,” respectively.

= The escrow information described in 12 CFR 1026.18(s)(3)(i)(C).
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= The sum of all amounts required to be disclosed under
12 CFR 1026.18(s)(3)(ii)(A) and (C) or (s)(3)(ii)(B) and (C), as applicable,
labeled “total estimated monthly payment.”

— Payments for negative amortization loans. If the loan is a negative amortization

loan (12 CFR 1026.18(s)(4)),

= the minimum periodic payment required until the first payment increase or
interest rate increase, corresponding to the interest rate disclosed under
12 CFR 1026.18(s)(2)(ii)(A).

= the minimum periodic payment that would be due at the first payment increase
and the second, if any, corresponding to the interest rates described in
12 CFR 1026.18(s)(2)(ii)(C) and (D).

= 3 statement that the minimum payment pays only some interest, does not
repay any principal, and will cause the loan amount to increase.

= the fulyy amortizing periodic payment amount at the earliest time when such a

payt gust be made, corresponding to the interest rate disclosed under
wcC 926,18 (s)(2)(ii)(B).

= ifapphica ddition to the payments in 12 CFR 1026.18(s)(4)(i) and (ii),
for eac te disclosed under 12 CFR 1026.18(s)(2)(ii), the amount of

iodic payment, labeled as the “full payment option,”
and a statentenji thak th€se payments pay all principal and all accrued interest.
Note: The information iffl2 CFR 1026.18(s)(2)—(4) must be disclosed in the form
of a table with no more tRan fi\/%lmns, and with headings and format

S

substantially similar to Mo —4(E), H-4(F), H-4(G), or H-4(H) in
appendix H of the regulation. Id contain only the information
required in 12 CFR 1026.18 (s)(Z)—( ed in a prominent location, and be
in a minimum 10-point font (12 CF

— Balloon payments. For loans with balloonPay
more than two times a regular periodic paym
= except as provided in the following item, th

appendix H to the regulation).

= if the balloon payment is scheduled to occur at the same time as another
payment required to be disclosed in the table, the balloon payment must be
disclosed in the table.

5. For a closed-end transaction secured by real property or a dwelling (other than a
transaction that is subject to 12 CFR 1026.19(e) and (f)) that is a negative amortization
loan, determine that the following information is disclosed (in close proximity to the table
required in 12 CFR 1026.18(s)(1), with headings, content, and format substantially
similar to Model Clause H-4(G) in appendix H to the regulation)

(12 CFR 1026.18(s)(6)):
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e The maximum interest rate, the shortest period of time in which such interest rate
could be reached, the amount of estimated taxes and insurance included in each
payment disclosed, and a statement that the loan offers payment options, two of
which are shown.

e The dollar amount of the increase in the loan’s principal balance if the consumer
makes only the minimum required payments for the maximum possible time and the
earliest date on which the consumer must begin making fully amortizing payments,
assuming that the maximum interest rate is reached at the earliest possible time.

6. For a closed-end transaction secured by real property or a dwelling (other than a
transaction that is subject to 12 CFR 1026.19(e) and (f)), determine that the creditor
disclosed a statement that there is no guarantee the consumer can refinance the
transaction to lower the interest rate or periodic payments (12 CFR 1026.18(t)(1)).

Note: The sta
similar to

quired by 12 CFR 1026.18(t)(1) should be in a form substantially
sed1-4(K) in appendix H to the regulation (12 CFR 1026.18(t)(2)).

secured by a princip

application (12 CFR 1026x19

e CHARM booklet or substitu
Statement that interest rate p nts aftd/or terms can change.
The index/formula and a source of gfffo

e Explanation of the interest rate/pay ination and margin.

e Statement that the consumer should ask nt interest rate and margin.

e Statement that the interest rate is discounteg able

e Frequency of interest rate and payment charig

e Rules relating to all changes.

e Either a historical example based on 15 years, or t and payment with a
statement that the periodic payment may substantial decrease, together
with a maximum interest rate and payment.

e Explanation of how to compute the loan payment, giving an‘example.

e Demand feature, if applicable.

e Statement of content and timing of adjustment notices.

e Statement that other variable-rate loan program disclosures are available, if

applicable.

Disclosure of Post Consummation Events: Rate Adjustments—
12 CFR 1026.20(c)-(d)

Objective: To determine whether the creditor properly provides closed-end rate adjustment
disclosures required by 12 CFR 1026.20(c)-(d).
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1. Determine that for any closed-end ARM with a maturity date greater than one year and
secured by a principal dwelling, the creditor, assignee, or servicer provides the following
initial rate adjustment disclosures (for disclosure timing requirements, see the “Timing
Requirements and Other Provisions” section of these procedures)

(12 CFR 1026.20(d)(2)):

e The date of the disclosure.

e An explanation that under the terms of the consumer’s ARM, the time frame that the
current rate has been in effect, when the current rate is scheduled to expire, the
effective date of the new rate, when additional future interest rate adjustments are
scheduled to occur and any other changes to loan terms, features, and options taking
effect on the same date, and how the rate change may affect the payment and other
loan terms.

e Atable explaifi
payment,

g the current interest rate and payment, the new interest rate and
ate the first new payment is due.

Note: For intgresi#@nlyaand negative amortization ARMs, the table must include how
the current andqtew fates and payment will be allocated to interest, principal, and
escrow (if applicalle). S CFR 1026.20(d)(2)(iii)(C) for more on payment
allocation disclosure 1gqu nts.

e An explanation of how the ifiterest rate is determined, including the specific index or
formula used and a source of%gformati@n about that index or formula, and the type
and amount of any adjustment, inclgdi margin and an explanation that a margin is
the addition of a certain number of p oints to the index.

e Any limits on the interest rate or payme goRs at each interest rate adjustment
and over the life of the loan (as applicab the extent to which such limits

increase in the interest rate

s may apply to future

and the earliest date that such foregone interes

interest rate adjustments, subject to those limits.

e An explanation of how the new payment was deter
formula used to determine the new interest rate.

— Any adjustments to the index or formula used to deter e new payment, such
as the addition of a margin.

— The expected loan balance on the date of the interest rate adjustment.

— The remaining loan term expected on the date of the interest rate adjustment and
any changes to the term that may have occurred due to the interest rate change.

— If an estimated rate payment is provided, a statement that another disclosure with
the actual interest rate will be provided to the consumer between two and four
months before the first payment at the adjusted level is due, and that the creditor
is using an estimated rate.

e |If applicable, a statement that the new payment will not be allocated to pay loan
principal and will not reduce the loan balance. If the new payment will result in
negative amortization, a statement that the new payment will not be allocated to pay
loan principal and that only part of the interest will be paid, which will add to the loan
balance. If the new payment will result in negative amortization as a result of the

ed.d ding the index or
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interest rate adjustment, the statement must set forth the payment required to fully
amortize the remaining balance at the new interest rate over the remainder of the loan
term.

e A statement indicating the circumstances under which any prepayment penalty may
be imposed and the time period during which it may be imposed, and a statement that
the consumer may contact the servicer for additional information, including the
maximum amount of the penalty that may be charged to the consumer.

e A telephone number of the creditor, assignee, or servicer to call if the consumer
anticipates not being able to make the new payment.

e A statement listing alternatives that consumers may pursue if they anticipate not
being able to make the new payment.

e A web address to access either the BCFP- or HUD-approved list of homeownership
counselors and counseling organizations, the HUD toll-free number to access the
HUD list of a@geownership counselors and counseling organizations, and the BCFP
website tQ tate housing finance authorities” contact information.

2. Determine that f@r a
secured by a princi
disclosures for rate aty
timing requirements see tffe “
these procedures) (12 CF

immg Requirements and Other Provisions” section of

Note: A creditor, assignee, or seRgicer supjéct to the FDCPA that has received the
consumer’s notification to cease com I n pursuant to FDCPA section 805(c) is
exempt from this requirement.
e The following information:
— An explanation that under the terms of t : s ARM, the time frame that
the current rate has been in effect is endingaf i
change.
— The effective date of the new rate.
— The date(s) when additional future interest rate adj e scheduled to
occur.
— Any other changes to loan terms, features, and options taking effect on the same
date, such as the expiration of interest-only or payment-option features.
— A table explaining the current interest rate and payment, the new interest rate and
payment, and the date the first new payment is due.

Note: For interest-only and negatively amortizing payments, the table must include how
the current and new rates and payment will be allocated to interest, principal, and escrow
(if applicable). See 12 CFR 1026.20(d)(2)(iii)(C) for more on payment allocation
disclosure requirements.

e An explanation of how the interest rate is determined, including the specific index or
formula used and a source of information about that index or formula; the type and
amount of any adjustment, including a margin and an explanation that a margin is the
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addition of a certain number of percentage points to the index; and any application of
previously foregone interest rate increases from past rate adjustments.

e Any limits on the interest rate or payment increases at each interest rate adjustment
and over the life of the loan (as applicable), including the extent to which such limits
result in the creditor, assignee, or servicer foregoing any increase in the interest rate
and the earliest date that such foregone interest rate increases may apply to future
interest rate adjustments, subject to those limits.

e An explanation of how the new payment is determined, including the index or
formula used to determine the new interest rate. This explanation includes
— any adjustments to the index or formula used to determine the new payment, such

as the addition of a margin or the application of any previously foregone interest
rate increases from past interest rate adjustments.
— the expected loan balance on the date of the interest rate adjustment.
— the rem loan term expected on the date of the interest rate adjustment and
()

any ch the term that may have occurred as a result of the interest rate
change.
e |Ifapplicablefas that the new payment will not be allocated to pay loan

principal and edyce the loan balance. If the new payment will result in
negative amortizatign, a Statefgent that the new payment will not be allocated to pay
loan principal and thagon t of the interest will be paid, which will add to the loan
balance. If the new pa It in negative amortization as a result of the

interest rate adjustment, the §fateme ust set forth the payment required to fully
amortize the remaining balan th interest rate over the remainder of the loan
term.

e A statement indicating the circumst

Note: Model and sample disclosures H-4(D)(1) thro
information can be found in appendix H to Regulation 2%
12 CFR 1026.20(c) and (d) generally should be in the form@l and in the same
order as, and with headings and format substantially similar tO¥& model disclosures
(12 CFR 1026.20(c)(3) and (d)(3)).

Note: When examining a creditor, an assignee, or a servicer that continues to own the
loan, if the entity states that another entity has the obligation to provide the disclosures,
examiners should determine whether the entity takes steps to determine if the other party
(the creditor, assignee, or servicer, as applicable) is complying with the obligation to
provide the disclosures.

Escrow Cancellation Notice—12 CFR 1026.20(e)(1)

Objective: To determine whether the creditor properly provides the escrow closing notice when
cancelling escrow accounts subject to 12 CFR 1026.20(e)(1).
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1. Escrow cancellation notice. For a closed-end loan secured by a first lien on real property
or a dwelling (other than a reverse mortgage) when an escrow account (as defined under
12 CFR 1024.17(b)) is canceled, determine whether the creditor or servicer provided an
escrow closing notice with the following clearly and conspicuously disclosed
(12 CFR 1026.20(e)(1):

e A statement informing the consumer of the date on which the consumer will no
longer have an escrow account.

e A statement that an escrow account may also be called an impound or trust account.

e A statement of the reason why the escrow account will be closed.

e A statement that without an escrow account, the consumer must pay all property
costs, such as taxes and homeowner’s insurance, directly, possibly in one or two large
payments a year.

imposes on the consumer in connection with the closure of the

ount, labeled “Escrow Closing Fee,” and a statement that the

w account (12 CFR 1026.20(e)(2)(1)).

eference “In the future” that includes the following

(12 CFR 1026.20(&)(2)(i

— A statement of thefconSequences if the consumer fails to pay property costs,
including the actio ateyor local government may take if property taxes

are not paid and the actidhs thyﬁ'tor or servicer may take if the consumer does
St

not pay some or all prope uch as adding amounts to the loan balance,
adding an escrow account to thg”lo r purchasing a property insurance policy
on the consumer’s behalf that maybe expensive and provide fewer benefits
than a policy that the consumer coul wriectly

(12 CFR 1026.20(e)(2)(ii)(A)).

— A statement with a telephone number th nsiger can use to request
additional information about the cancellation o esogow account
(12 CFR 1026.20(e)(2)(ii)(B)).

— A statement of whether the creditor or servicer offers
escrow account open and, as applicable, a telephoneé$§ he consumer can use
to request that the account be kept open (12 CFR 1026. (2)(in(C)).

— A statement of whether there is a cutoff date by which the consumer can request
that the account be kept open (12 CFR 1026.20(e)(2)(ii)(D)).

lion of keeping the

2. Form. Determine whether the disclosure meets the formatting requirements of
12 CFR 1026.20(e)(4) and is substantially similar to model Form H-29 in appendix H to
the regulation (12 CFR 1026.20(e)(4)).

3. Timing. Determine whether the creditor or servicer ensures that the consumer receives
the escrow closing notice in the following time periods:

o If the cancellation is upon the consumer’s request, no later than three business days
before the closure of the consumer’s escrow account (12 CFR 1026.20(e)(5)(i)).
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e If cancellation is other than upon the consumer’s request, no later than 30 business
days before the closure of the consumer’s escrow account (12 CFR 1026.20(e)(5)(ii)).

Note: If the disclosures are not provided in person, the consumer is considered to
have received the disclosures three business days after they are delivered or placed in
the mail (12 CFR 1026.20(e)(5)(iii)).

Successors in Interest—12 CFR 1026.20(f)

Objective: To determine whether the creditor provides proper disclosures to a confirmed successor
in interest required by 12 CFR 1026.20(f).

1.

If, upon confirmation, a servicer provided a confirmed successor in interest who is not
liable on the mog@age loan obligation with an optional notice and acknowledgement
form in accorgdé@ice With Regulation X, 12 CFR 1024.32(c)(1), determine whether the
servicer providedites® coffirmed successor in interest any written disclosure required by
the following (if @ppld . 12 CFR 1026.20(c) (rate adjustments with corresponding
change in paymentif12 QFR 1026.20(d) (initial rate adjustment), or 12 CFR 1026.20(e)
(escrow account cancellationfhotige), once the confirmed successor in interest either
assumed the mortgage loah oBligation under applicable state law or provided the servicer
with an executed acknowl in accordance with Regulation X,

12 CFR 1024.32(c)(1)(iv), that thie configmed successor in interest has not revoked.

Treatment of Credit Balances—1 026.21

Objective: To determine whether the creditor treated ces in accordance with
12 CFR 1026.21.

1.

If an account’s credit balance is in excess of $1, detér wiegher the creditor

e credited the amount of the credit balance to the cons

e refunded any part of the remaining credit balance, upon4@
consumer.

e made a good faith effort to refund to the consumer by cash, check, or money order, or
credit to a deposit account of the consumer, any part of the credit balance remaining
in the account for more than six months, unless the consumer’s location was not
known to the creditor and could not be traced through the consumer’s last known
address or telephone number.

2n request of the

High-Cost Mortgages—12 CFR 1026.32

Objective: To determine whether the creditor properly provides disclosures required for high-cost
mortgages under 12 CFR 1026.32.
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1. Determine whether the disclosures required for high-cost mortgage transactions
(12 CFR 1026.32) clearly and conspicuously include the items below
(12 CFR 1026.32(c), see Form H-16 in appendix H).

e The following required statement: “You are not required to complete this agreement
merely because you have received these disclosures or have signed a loan application.
If you obtain this loan, the lender will have a mortgage on your home. You could lose
your home, and any money you have put into it, if you do not meet your obligations
under the loan.”

e The APR.

e The amount of the regular monthly (or other periodic) payment and the amount of any
balloon payment. The regular payment should include amounts for voluntary items,
such as credit life insurance or debt-cancellation coverage, only if the consumer has

closed-end mortgage, the amount borrowed is the total

by the face amount of the note, and when the amount
borrowed includes prainiufgs Or other charges for optional credit insurance or debt-
cancellation coverage her with the amount borrowed), that fact must be
stated. For an open-end credif plan, the amount borrowed is the credit limit for the
plan when the account is ope

Notice of Transfer—12 CFR 1026.

Objective: To determine whether a notice of transfer wa @ sent to the consumer according
to 12 CFR 1026.39.

1. For any open-end loan secured by a principal dwellin@or fOs anyglosed-end mortgage
loan secured by a dwelling or real property that was soldNassighed, @r otherwise
transferred to the covered person, determine that the covere@persogshotifies the borrower
of such transfer clearly and conspicuously in writing, in a for &t the consumer may
keep, including the following (12 CFR 1026.39):

e An identification of the loan that was sold, assigned, or otherwise transferred.

e The name, address, and telephone number of the covered person who owns the
mortgage loan.

e The date of transfer (either the date of acquisition recognized in the books and records
of the covered person or that of the transferring party) identified by the covered
person.

e The name, address, and telephone number of an agent or party having authority, on
behalf of the covered person, to receive notice of the right to rescind and resolve
issues concerning the consumer’s payments on the mortgage loan.

Comptroller's Handbook 194 Truth in Lending Act



Version 2.0 Examination Procedures>Disclosure Forms

e Where transfer of ownership of the debt to the covered person is or may be recorded
in public records or, alternatively, that the transfer of ownership has not been
recorded in public records at the time the disclosure is provided.

e At the option of the covered person, any other relevant information regarding the
transaction.

e |f there are multiple covered persons, contact information for each of them, unless
one of them has been authorized to receive the consumer’s notice of the right to
rescind and resolve issues concerning the consumer’s payments on the loan.

e |f the loan is a closed-end consumer mortgage loan secured by a dwelling or real
property, other than a reverse mortgage transaction subject to 12 CFR 1026.33, the
following information about the covered person’s partial payment policy, under the
subheading “Partial Payment”:

— If periodic payments that are less than the full amount due are accepted, a

mer’s loan until the consumer pays the remainder of the full
that the covered person, using the term “lender,” may

If periodic paymen than the full amount due are not accepted, a
statement that the covere@l perso, using the term “lender,” does not accept any
partial payments.

Regulation Z may be used (for the informatie be disclosed by

jed to suit the format of
the covered person’s disclosure under 12 CFR 102§,39. odifications must be
appropriate and not affect the substance, clarity, or quence of the
disclosure (Comment 1026.39(d)(5)-1).

Note: This notice of sale or transfer must be provided for any consumer credit
transaction that is secured by the principal dwelling of a consumer, except as noted
above. This notification is required of the covered person even if the loan servicer
remains the same. In addition, if more than one consumer is liable on the obligation,
the covered person may mail or deliver the disclosure notice to any consumer who is
primarily liable. If an acquisition involves multiple covered persons who each acquire
a partial interest in the loan pursuant to separate and unrelated agreements, each
covered person has a duty to ensure that disclosures related to its acquisition are
accurate and provided in a timely manner unless an exception in 12 CFR 1026.39(c)
applies. The parties may, but are not required to, provide a single notice that satisfies
the timing and content requirements applicable to each covered person

(Comment 1026.39(b)(5)-2).
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Note: Each covered person must provide the notice of transfer or sale to confirmed
successors in interest unless the exemption under 12 CFR 1026.39(f) applies.

Private Education Loans—12 CFR 1026.46-1026.48

Objective: To determine whether the creditor provides proper disclosures required for private
education loans subject to 12 CFR 1026.46-1026.48.

1. For private education loans subject to subpart F, ensure that the required disclosures are
accurate (12 CFR 1026.47) and contain the following information:

e Application or solicitation disclosures disclose the following:
— Interest rate, including the following:
r range, and if the rate depends in part on a determination of the
creditworthiness or other factors, a statement to that effect.
te is fixed or variable.
rease after consummation, any limitations, or lack thereof,

and if t is imposed by law, a statement of that fact. Also, the
creditor the consumer’s actual rate may be higher or lower than
ble.
" be higher if the loan is not cosigned or
guaranteed.
— Fees and default or late p nt g@sts

— Repayment terms, including thgffo
= Term of the loan, which is t
payments of principal and intere
= Deferral options, or if consumer
of that fact.
= For each available deferral option appliCa
¢ Whether interest will accrue during th
¢ If interest accrues, whether payment of in
to the principal balance.
= A statement that, if the consumer files bankruptcy, onsumer may still be
required to repay the loan.
— Cost estimates, based on an example of the total cost of the loan, calculated
= using the highest interest rate and including all applicable finance charges.
= using an amount financed of $10,000, or $5,000, if the creditor offers loans
less than $10,000.
= for each payment option.
— Eligibility (e.g., any age or school enroliment eligibility requirements).
— Alternatives to private education loans, including the following:
= A statement that the consumer may qualify for federal student loans.
= The interest rates available for each program available under title IV of the
Higher Education Act of 1965, and whether the rate is variable or fixed.
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= A statement that the consumer may obtain additional information regarding
student federal financial assistance from his or her school or the U.S.
Department of Education, including an appropriate website.
= A statement that a covered educational institution may have school-specific
educational loan benefits and terms not detailed in the loan disclosure forms.
— A statement that if the loan is approved, the loan will be available for 30 days and
the terms will not change, except for changes to the interest rate in the case of a
variable rate and other changes permitted by law.
— A statement that before consummation, the borrower must complete a self-
certification form obtained from the student’s institution of higher education.
e For approval disclosures, the following information is required under
12 CFR 1026.47(b):
— Interest rate information, including the following:

= Whet e interest rate is variable or fixed.
= |Fthe jve ate may increase after consummation, any limitations on the

= Any fees, chaiges W tfie interest rate, and adjustments to principal based on
the consumer’s e payments.
— Repayment terms, including the #ollowing:

= Principal amount.

= Term of the loan.

= A description of the paymentgefefral @ption chosen by the consumer, if
me e

applicable, and any other pay ptions that the consumer may
elect at a later time.
= Any payments required while the st ed at the educational
)

institution, based on the deferral option
= Amount of any unpaid interest that will a ile ge student is enrolled in
school, based on the deferral option chosen
= A statement that if the consumer files for bankr
be required to pay back the loan.
= An estimate of the total amount of payments, calculated based on the
following:
¢ The interest rate applicable to the loan (compliance with
12 CFR 1026.18(h) constitutes compliance with this requirement).
¢ The maximum possible rate of interest for the loan, or, if a maximum rate
cannot be determined, a rate of 25 percent.
¢ If a maximum rate cannot be determined, the estimate of the total amount
for repayment must include a statement that there is no maximum rate and
that the total amount for repayment disclosed is an estimate.
= The maximum monthly payment based on the maximum rate of interest for
the loan, or, if a maximum rate of interest cannot be determined, a rate of
25 percent. If a maximum cannot be determined, a statement that there is no

giconsumer may still
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maximum rate and that the monthly payment amount disclosed is an estimate
and will be higher if the applicable interest rate increases.

— Alternatives to private education loans, including the following:

A statement that the consumer may qualify for federal student loans.

The interest rates available for each program available under title IV of the
Higher Education Act of 1965, and whether the rate is variable or fixed.

A statement that the consumer may obtain additional information regarding
student federal financial assistance from his or her school or the U.S.
Department of Education, including an appropriate website.

— A statement that the consumer may accept the terms of the loan until the
acceptance period under 12 CFR 1026.48(c)(1) has expired. The statement must
include the following:

The specific date on which the acceptance period expires, based on the date on
ichgiRe consumer receives the disclosures required under this subsection for

)

accep n, oral, or by electronic means).
A state t, except for changes to the interest rate and other changes
permitte tes and the terms of the loan may not be changed by

the creditor e80-day acceptance period.

e After the consumer ha P loan in accordance with 12 CFR 1026.48(c)(1),
final disclosures must discloge the irfformation required under 12 CFR 1026.47(c) and

the following:
— Interest rate, including the fo n

Interest rate applicable to the
Whether the interest rate is varia
If the interest rate may increase
rate adjustments or lack thereof.

er ation, any limitations on the

— Fees and default or late payment costs, inc e Tallowing:

An itemization of the fees or range of fees@equitgd tggobtain the loan.
Any fees, changes to the interest rate, and adjyst rincipal based on
the consumer’s defaults or late payments.

— Repayment terms, including the following:

Principal amount.

Term of the loan.

Description of the payment deferral option chosen by the consumer, if
applicable, and any other payment deferral options that the consumer may
elect at a later time.

Any payments required while the student is enrolled at the educational
institution, based on the deferral option chosen by the consumer.

Amount of any unpaid interest that will accrue while the student is enrolled in
school, based on the deferral option chosen by the consumer.

A statement that if the consumer files for bankruptcy, the consumer may still
be required to pay back the loan.

An estimate of the total amount of payments calculated based on the
following:
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¢ The interest rate applicable to the loan (compliance with
12 CFR 1026.18(h) constitutes compliance with this requirement).
¢ The maximum possible rate of interest for the loan, or, if a maximum rate
cannot be determined, a rate of 25 percent.
¢ If a maximum rate cannot be determined, the estimate of the total amount
for repayment must include a statement that there is no maximum rate and
that the total amount for repayment disclosed is an estimate.
= The maximum monthly payment based on the maximum rate of interest for
the loan, or, if a maximum rate of interest cannot be determined, a rate of
25 percent. If a maximum cannot be determined, a statement that there is no
maximum rate and that the monthly payment amount disclosed is an estimate
and will be higher if the applicable interest rate increases.
— In text more conspicuous than any other required disclosure (except for the
finance e, the interest rate, and the creditor’s identity), the following

the specific date on which the cancellation period
expires and state that the consumer may cancel by that date
(12 CFR 1026.
= A statement that the l0an progeeds will not be disbursed until the cancellation
period expires (12 CFR 1026.49(c)(4)(ii)).
= The method or methods by y#hi e consumer may cancel
(12 CFR 1026.47(c)(4)(ii)).
= |f the creditor permits cancellati
consumer’s mailed request will
later than the cancellation date spec
(12 CFR 1026.47(c)(4)(ii)).

a statement specifying that the
ely if placed in the mail not
eglisclosures

Open-End Credit Forms Review Procedures

Objective: To determine whether the creditor complies with the disclos quirements for open-
end credit according to 12 CFR 1026.5.

1. Determine that the creditor made the disclosures clearly and conspicuously
(12 CFR 1026.5(a)).

2. Determine that the creditor made the applicable disclosures in writing, in a form that the
consumer may keep, except for the following (12 CFR 1026.5(a)(1)(ii)):

e The following disclosures need not be written: disclosures under
12 CFR 1026.6(b)(3) of charges that are imposed as par